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HOW RISING PRICES 


AFFECT CORPORATE PROFITS 
| By HOWARD WINGATE 


5 RAILS WITH 


EXPANDING EARNINGS 
By OUR STAFF - 


PLACES on the nation’s rvers 


with Citres Service... 


Cities Service petroleum products travel by fast supertankers...they also 

move by plodding barge over the nation’s inland waterways from Cities Service 
refineries to major midwest distribution centers...today they are traveling over water, 
over land and underground in record quantity, to meet a record customer demand. 
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Safeway Stores, 


incorporated 
World’s Second Largest Retail Food Concern 


Half Year Business Briefs 


Safeway’s total net sales for the first 24 
weeks of 1955 set an all time high. 

At mid-year 2011 Safeway Stores were 
in operation in the United States and 
Canada. The average weekly per store 
sales for the 1,868 United States stores 
was $18,014. Canadian per store weekly 
average for their 143 stores was $18,534. 


In the opinion of Management, Safe- 
way’s long range prospects are excel- 
lent. Sales and profits are expected to 
benefit materially from the Company's 
construction program, which calls for 
completion of two or three high vol- 
ume, low operating cost retail stores 
per week. 


FIGURES 
Comparison of first 24 weeks of 1954-55 


June 18, 1955 June 19 


Net sales . . $887,210,738 $821,863,404 
Net income (after 

all taxes) . 5,553,500 6,615,97 
Total net 

assets ¢ 168,017,753 165,847 ,27¢ 
Total current 

assets . * 287,650,991 246,826,57 
Total current 

liabilities 156,733,595* 132,778,90 
Earnings per share on 

Common Stock—after 

deducting preferred 

dividends . $1.29 $1.76 
Book value per share of 

Common Stock $32.40 $31.73 


Average number shares 
Common Stock 
outstanding 

Number of stores 
in operation 2011 201¢ 

*Ratio of current assets to current liabilities 
as of June 18, 1955 was 1.84 to 1. 


3,489,184 3,369,521 


Safeway Stores, incorrorateo 
4th and Jackson Streets * Oakland, Calif. 











INTERNATIONAL MINERALS 
& CHEMICAL CORPORATION 


General Offices: 
20 North Wocker Drive, Chicago 6 


QUARTERLY DIVIDENDS 


4% Cumulative Preferred Stock 
54th Consecutive Regular 
Quarterly Dividend of 
One Dollar ($1.00) per Share 
$5.00 Par Value Common Stock 
Forty Cents (40¢) per Share 
Declared—Sept. 8, 1955 
Record Date—Sept. 20, 1955 
Payment Date—Sept. 30, 1955 


A. R. Cahill 
Vice President and Treasurer 
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Private Microwave System—Bell 
System microwave equipment 
helps a midwest power company 
operate smoothly. act quickly. 


WE SHRINK DISTANCE 


Bell System communications help draw together the far-flung 


units of the nation’s power 


An increasing part of the 
Bell System’s business is pro- 
viding communications for the 
specialized needs of the nation’s 
power lines, pipe lines and rail- 
roads, As these needs expand, 
so, too, does Bell System service. 


The facilities of these indus- 
tries stretch across great dis- 
tances. Yet they must be able 
to contact any point immedi- 
ately and make information 
available quickly from one end 
of the line to the other. 


All require quick, reliable 
communications. Yet each has 
specialized problems. We tailor 
our communication services to 


fit their exact individual needs. 











Telemetering Channels— Electric power moves around interconnected system urider guidance 
of dispatchers. Bell System telemetering supervisory contro] and voice channels permit the 
operators in this load dispatcher’s office to supervise and control the inter-exchange of kilo- 
watts at remote locations 24 hours a day. 
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that 
The Bell System can meet all away 
their communications require- erate 
ee State 
ments. Among the things we ment 
provide are: Mobile Telephones for Pipe Liners—It is important scene 
: : hol that field men in the pipeline industry be able to gove 
Private Line Telephone Services make reports immediately and on the spot. Bell resel 
Teletypewriter Service System provides mobile facilities for their trucks the « 

; : ee and cars. ; 
Mobile Radio Facilities Koy: This 
We also supply the channels for: TAX 
Telemetering agal 
Supervisory Control = 

5; will 
Industrial TV mor 
Facsimile cons 
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And we are continually de- spor 
veloping new and better serv- Inco 
ices for all types of businesses whe 
" , ; ee ance 
We want to help them meet the tion 
new communications problems nati 
that accompany their change ridi 
' volv 

and growth. ; ; cesa 

Teletypewriter Cuts Rail Schedules—An extensive th 
Bell System teletypewriter system is enabling e 


one eastern railroad to cut Chicago to New York ‘inci 
freight schedules up to 24 hours. Advance in- BI 
formation speeds up train departures. 
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The Trend of Events 


PERON FALLS... It is with a feeling of deep satisfac- 
tion that we have received the news of the fall of the 
Argentinian despot, Juan D. Peron. This was an 
especially obnoxious specimen of the species — arro- 
gant, venal, yet absurdly ineffective as a leader. Only 
one element of the population supported him, the 
labor unions, which finally learned to their bitter cost 
that the favors they received at his hands melted 
away in the serious inflation which his policies gen- 
erated. Undoubtedly, the interests of the United 
States will be served by the radical change in govern- 
ment following Peron’s disappearance from the 
scene. Though initiated by a military junta, the new 
government of Argentina will be democratic and rep- 
resentative. As such, it can be counted on to restore 
the once friendly relations between the two nations. 
This is a real gain for us as well as Argentina. 


TAX CUT COMING ... When the House convenes 
again early in January, we venture to predict that 
one of the first, if not the first, topics on the agenda 
will be taxes. Despite protests from a number of 
more far-seeing Senators and Congressmen, election- 
conscious Democrats and Re- 





publicans alike will eagerly 
sponsor bills to cut personal 
income taxes. This will be so 
whether the budget can be bal- 
anced or not, for considera- 
tions of campaign policy in the 
national elections will be over- 
riding; and this, of course, in- 
volves both parties, the ne- 
cessity to endorse tax cuts in 
the heartiest manner pos- | 


We recommend to the attention of our 
readers the analytical discussion of busi- 
ness trends contained in 
“What's Ahead for Business?” 
regular feature represents a valuable 
market analysis of importance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow's markets, don’t miss it! 


sible in order to gather votes. 

The question, in reality, is not whether taxes will 
be cut but rather how much and in what manner. 
Democrats with an eye to the most numerous body of 
voters, will propose an across-the-board cut or a rise 
in personal exemptions, either one of which, logically, 
would produce the greatest tax savings for the in- 
dividual in the low-income brackets. Republicans will 
have to go along, if they expect to make a strong 
appeal to the mass vote but will put up a fight to get 
some relief for those in the upper-income brackets. 

The probabilities are that a compromise will be 
effected but of the $2.5 billion tax cut in prospect 
most of it is likely to go, in one form or another, to 
the little fellow. Relief to the big tax-payer will be 
quite modest and real relief will have to wait for 
some other time. The politicians will see to that. 


BIG BUSINESS IN GOVERNMENT—A sudden renewed 
outcry against the presence in important Washing- 
ton positions of men from major corporate enter- 
prises has been heard of late from the so-called 
liberal press. Much ingenuity is lavished on the 
proposition that the prosper- 
ity the nation currently enjoys 
is prosperity for the rich, with 
the poor neglected. 

Because of corporate book- 
keeping requirements, and be- 
cause union contracts which 
raise the wages of a million 
men at a time are so wide- 
spread, it is possible to pin- 
point dates and show corpo- 
rate income in one quarter 


our column 
This 
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gaining more than wages and salaries in that 
quarter. When a long enough period is taken for 
comparison, the fallacy of this appears. Corporate 
net between the last quarter of 1952 and the second 
quarter of 1955—all the Eisenhower Administration 
—rose 12 per cent. Private wages and salaries, in the 
same period, rose a little less than 11 per cent—a 
very close fit between the two. 

Another charge has been that concentration of 
business is favored by the “Big Business atmos- 
phere” of the capital city. A Labor Day speaker 
solemnly warned the country that 5 per cent of the 
nation’s employers engaged 50 per cent of the 
workers. Actually, since 660,000 corporate income 
tax returns were filed in the United States last 
spring, 5 per cent of employers means roughly 
30,000. Are we supposed to imagine a conspiracy 
against the Republic, with 30,000 plotters? That is 
almost too silly for words. 


The plain truth of the matter is that the whole 
country is prospering, and that naturally corporate 
enterprise prospers with everyone else. We could 
hardly buy six million automobiles a year without 
the steel mills making some money. 


This strenuous effort to persuade the country that 
men who have risen to head great enterprises have 
nothing to contribute to government is taking place 
just when the two great union organizations of the 
nation have been merged into one federation with 
fifteen million members. This may be a mere coinci- 
dence, this drive to tear down business as a political 
force while enlarging the political potential of labor 
leaders who don’t care what happens to the country 
so long as they get more money at every contract 
reopening. 

rll he a sad day for America if we ever come 
to feel that because a man has managed his own af- 
fairs well he is barred from helping manage those of 
the nation at large. The opposite is much more likely 
to be true: The business man in politics has made his 
mark in his industry or profession, and goes uncom- 
mited to try to serve us all. 


THE WAGE SPIRAL... Wages are at an all-time high 
and going even higher this year since the automotive 
and steel industries granted substantial increases. 
The familiar reaction of business, which strives for 
lower selling prices, and of individuals, who must 
depend on fixed incomes rather than labor-union 
pressure, is: “When will it stop?”. Certainly not next 
year, for on March 1, 1956, the national minimum 
wage law will require employers to pay workers at 
lease $1 an hour. The minimum now is 75 cents. 
Thus, thousands of companies, especially operators 
of textile mills and retail outlets, will have to grant 
hundreds of thousands of employes a 3314% pay 
rise. 

All told, some 2 million workers will get automatic 
increases, for roughly 3% of the working force 
earns less than the newly-decreed minimum. Beyond 
these millions are others now earning $1 hourly or 
slightly more, largely semi-skilled personnel. Surely, 
there will be a clamor within their ranks for better 
compensation than is paid to unskilled hands and 
youngsters out of school. 

Effects of the higher pay floor will be most pro- 
nounced, of course, in the South, where wage scales 


still are far below the national average. In Sout! 
Carolina, as an example, the average productiq 
worker at midyear was drawing $1.30 an hour) 
against a national average of $1.87. Nearly 40% @ 
that state’s 250,000 factory workers have been earn) 
ing less than $1 hourly. In an economy where ther 
are jobs aplenty, many employers have been offerin 
more than the present 75-cent minimum to attrac 
labor. Indeed, few have taken advantage of the spe 
cial provisions that exist for paying sub-minimun 
rates to learners, apprentices and the handicapped. 

But widening of the gap between existing rate’ 
for these categories of employes and the legal mini 
mum means that more employers will be in a posi. 
tion to benefit from this leeway. Other employer: 
will try to offset higher wage costs in various ways. 
In addition to layoffs and reductions in product qual) 
ity, some are considering price increases and intro. 
duction of more labor-saving devices. For man 
companies, however, the pay boosts may be expecteé 
simply to result in lower profit margins. 


MILITARY EXPENDITURES AND THE CIVILIAN ECONOMY 
... Although opinions vary widely as to the precise 
degree to which our economy is affected by national! 
security spending, there is fairly general agreement 
that major shifts in the size of such spending has ¢ 
direct influence on the composition of our total 
product. Thus, when defense expenditures rise sub- 
stantially, the proportionate share of the national 
product taken by the civilian economy necessarily 
declines. When defense expenditures decline mate. 
rially, the civilian economy takes a larger share of 
the national product. This, of course, is obvious but 
its implications are not too well understood. 

In 1939, national security spending consumed only 
1% of the total national product. To-day, even after 
the cutbacks of recent years, it consumes 10°. 
During the same period, personal consumption of 
goods and services, as a proportion of the total 
product, dropped from 74% to 65%, about equiva- 
lent to the rise in military expenditures. 

The essential meaning of this set of figures is that 
the size of military expenditures sets the pace for 
the total economy and determines the direction of its 
various sectors. Thus, maintenance of defense ex- 
penditures on a high plateau has a direct effect in 
expanding capital goods construction. At the same 
time, the effect is to hold down the percentage of 
expenditures for personal consumption, measured as 
a percentage of the national product. If the amount 
of defense expenditures is suddenly and substantial- 
ly raised, as during the Korean war, the effect is to 
further stimulate capital goods construction at the 
relative expense of civilian economy. 

It may be seen, therefore, that contrary to views 
commonly held, the effect of military spending in the 
United States is not an overwhelming source of 
stimulation to the economy, as a whole, but rather to 
particular sectors of it. It is to be noted that recent 
cuts in defense spending have not injured the total 
economy but, in fact, have resulted in broadening the 
base of civilian consumption. The inference is that 
a genuine peace in which military expenditures 
could safely be cut further would be highly construc- 
tive so far as our general economy is concerned. 


—END 
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By JOHN CORDELLI 


SECOND THOUGHTS ON GENEVA 


~ 

i is a growingly uneasy feeling among 
Americans that the recent Geneva Conference held 
by four heads of State—Eisenhower, Bulganin, 
Faure and Eden—contrary to the statement issued 
by our Department of State that the outcome was a 
victory for the free 
world, actually was 
a pronounced victory 





JUST ANOTHER OF THOSE RETREATS 
FROM MOSCOW 


gained the aura of respectability and reliability 
which it had deservedly lost in the post-war Stalin 
era. One can be sure that this represented a great 
triumph for Molotov, who is now in a better posi- 
tion than ever to propagandize the virtues of “peace- 
ful co-existence.” 

We can now see 
how great is the tri- 





for the Soviets. The 
first real test, of 
course, was the meet- 
ing between Aden- 
auer and the Soviet 
leaders. In this he 
was Clearly bested 
for he agreed, in ef- 
fect, to the indefinite 
partitioning of Ger- 
many on Soviet 
terms. Significantly, 
no sooner had the 
German Chancellor 
emplaned for Bonn, 
when the East Ger- 
man stooges of the 
Kremlin were called 
to Moscow and pre- 
sented with paper in- 
dependence. 

There are now, 
therefore, two official 








umph of Soviet diplo- 
macy in the changing 
attitudes of the gov- 
ernments and peoples 
of Europe. Having 
completely lost their 
fear of the Kremlin, 





they are more and 
more eager “to do 
business” with the 
Soviets. This not only 
takes the form of 
seeking to reopen the 
avenues of trade be- 
tween Moscow and 
the free world but 
accommodation with 


Russia on the diplo- 
matic front. Inevita- 
bly, this will mean a 
weakening of NATO 
itself. For, since we 
ourselves are trim- 








Germanys. No mat- 
ter what face Aden- 
auer tries to put on 
this defeat for his policies, he will not be able to 
disguise the fact that East Germany has been given 
equality with West Germany in any future negotia- 
tions, with the Four Powers. Furthermore, by se- 
curing West German recognition from Adenauer, 
Molotov has brilliantly prepared for the Four-Power 
Foreign Ministers’ Conference to be held shortly in 
Geneva. He is now in a very strong position to deal 
with his opposite numbers. 

Behind their smiles and friendly toasting at in- 
numerable banquets, the Soviet leaders have stuck 
grimly to their long range plans for world domina- 
tion and have not given one inch. While President 
Eisenhower met with a great personal success in his 
meeting with the Soviet chieftains, with a resultant 
gain to his prestige which, incidentally, he did not 
need, the Russian government, at one stroke, re- 
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Cummings in the 


ming our military 
budgets, our “allies” 
see no reason why 
they themselves should not follow suit. Indeed, one 
can hardly be surprised at this development. 

On the whole, it must be acknowledged that the 
Western alliance has lost ground as compared with 
the Soviets, but, in its mistaken way, our State 
Department would have us_ believe otherwise. 
Perhaps it has déluded itself into thinking that the 
present conciliatory attitude of the Soviets is an 
adequate substitute for a definite guarantee of fu- 
ture peaceful action by this powerful foe. Such relax- 
ation by our diplomats will not give the American 
people comfort, for they want real assurance that 
the policies of their government will be directed 
entirely by an astute and realistic, and not a super- 
ficial and sentimental, approach to the international 
facts of life. —END 


London Daily Express 


5 








} under 
> measu 
price-€ 
invest 
earnin 


Thin Markets Produce Erratic Price Movements 


Selective market advance went further over the last fortnight. The scope of the August- 
September move in the averages, combined with flattening-out indications in the business 
boom, could justify at least some corrective dip in no great time. With risk increasing, 
portfolio management requires conservatism and close discrimination. 


By 


: * performance of individual stocks, the 
market remains highly mixed. However, the general 
trend, as measured by the daily Dow averages and 
other similar indicators, has continued upward, sub- 
ject to no more than minor and mostly day-to-day 
dips since inception of the present phase in early 
August, following a 20-point July 27-August 9 sell- 
off by the industrial average, and a June 22-August 
9 shakedown of 12 points in the rail average. 

Despite profit-taking lulls at times within the last 
fortnight and the last week, the industrial average 
reached another new all-time high; and continued 
firm up to our press-closing time. Rails finally man- 


A. T. MILLER 


aged to get above their June top by a small margin, 
to that extent “confirming” the bull trend. Perhaps 
somewhat tired by the effort, their subsequent be- 
havior up to this writing has been sluggish. The 
Dow utility average remains in a narrow range a 
little under its July bull-market high, and was under 
mlid pressure in recent days. It contains a sizable 
number of gas pipe line stocks. More representative 
indexes of electric utility stocks have now attained 
new bull-market, each by an edging-up margin, for 
four consecutive months, in the face of the handicap 
of firming money rates, but aided by uptrend earn- 
ings and dividends. — the group as a whole 

is only nominally under recent best 





MEASURING MARKET SUPPORT 


THE MARKET IS 2 TUG OF war 


CONSTANTLY SHIFTING SUPPLY & DEMAND PRODUCES THE FLUCTUATIONS 
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levels reached around mid-September. 


The Technical Position 





Trading volume has remained moder- 
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ured as percentage turnover of aggre- 
gate listed shares. Speculative excess is 
not evident in the volume of buying-on- 
margin or in the relative performance 
of stocks of the “cat and dog” type. 
These remain semi-depressed, as com- 
pared with their behavior around peak 
market levels in 1928-1929 and in late 
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MEASURING INVESTMENT AND SPECULATIVE DEMAND 


speculative fever. In these qualitative 
respects, it is on a substantially stronger 
basis than it was around most past 
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appreciation potentials. In the second 
place, the market remains considerably 
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rise flattens out, via pause | 2% 
or sizable corrections. | 480 
Otherwise, over-valuation | 470 
on a yield basis would 
continue, regardless of 
probable further rise in 
dividends; and could be- 
come even more  unten- 
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individual stocks is now 
often more due to paucity 
of offerings on the selling 
ler- side at a given time than 
as- to any capitalization factor. ‘the resultant market 
re- thinness permits sharp spurts even in big-capitaliza- 
3 1S tion stocks. Among the many recent examples have 
on- been General Motors, Chrysler, Standard Oil (New 
nce Jersey) and Sears, Roebuck. On the other hand, 
pe. good or satisfactory earnings are in many instances 
m- incapable of moving a stock, even where share 
ak capitalization is small or moderate, if it is not of 
ate institutional grade, is not widely known to the in- 
till vesting public and, thus, lacks “sponsorship’’. Over- 
ent all supply of shares for sale is being increased by 
de- the largest volume of new-capital equity financing in 
ing some years, diluting medium-term earnings poten- 
lve| tials to that extent. This will bear watching, since 
yer’ it has been a feature of late-stage bull markets in 
ast | the past; but stocks direcly affected so far are a 
129 small minority of the list. 
le, The last major bear market ended early in 1942. 
ler For more than 13 years investment experience has 
er- | been far more pleasant than otherwise. Thus, in 
he | minor bear markets, the Dow industrial average fell 
JIS roughly 23% in five months of 1946, 16% in 13 
ial| months of 1948-1949 and 13% in less than nine 
months of 1953. Against that: a more than four-year 
ny | 1942-1946 bull-market rise of about 129%; a two 
of | and a half year 1949-1953 rise of 82%; and, to 
to! date, a two-year 1953-1955 advance of 90%. In- 
he | vestors and business men expect moderate fluctua- 
‘mM ~~ tion, but have largely lost fear of recurrence of 
nd | serious depression and major bear markets. This 
ly | confidence could become over-confidence, and may be 
verging on it now. 
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Measured by the Reserve Board’s seasonally-ad- 
justed index of production, the business boom is 
flattening out. In three months through August the 
further net rise in the index was only 2 points — 
which is to say that nearly 90% of its total rise to 
date from the 1954 low had been recorded by May 
of this year. The housing and automobile booms 
appear to have passed their crests. Allowing for 
this and the cumulative effects of official credit- 
restraint policy, the business picture for the next 
six months or so appears to be more static than 
dynamic, with at least a mild early-1956 dip possible. 


Earnings and Market Values 


If this view is correct, the market will have less 
bullish “ammunition” to feed on it the trend of 
business and of corporate earnings. Thus, further 
market rise would mean a higher and higher valua- 
tion of existing earnings. Second-quarter earnings 
on the Dow industrial average were at an annual 
rate of $38.36 a share. It figures to be lower for the 
third quarter and probably for the final quarter. 
Assuming $37 for the year, the present price-earn- 
ings ratio is 13.1. That is the highest ratio in some 
years, even if still under the peak 1929, 1937 and 
1946 ratios of 19.1, 16.9 and 15.6, respectively. No 
one can guess the top of confidence and over-valua- 
tion, but upside potentials from here should be 
moderate, compared with the rise already seen, if 
serious excess is to be avoided. Our investment policy 
remains conservative and selective. 

—Friday, September 23. 
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< everal factors are operating 
to create on the American economic 
scene a complex of pressures affecting 
a credit structure of more than usual 
delicacy. Some of these may appear 
incongruous yet a composite is being 
produced which will rule the economic 
health of the nation probably for some 
time. 

Lurking beneath all other phe- 
nomena is an increasing fear of infla- 
tion. The Eisenhower Administration 
achieved a miracle of reversal of an 
inflationary trend which was mount- 
ing to dangerous proportions. The 
purchasing power of the dollar had 
been almost halved in a decade pre- 
ceding the new Administration. Over- 
night, through tightening of credit and 
other measures, the declining useful- 
ness of the dollar was checked. The 
Administration was bitterly attacked, 
critics (not wholly politically 
prompted) asserting that the people 
were being brought to ruin through 
denial of credit. It was forgotten that 
the effect was the reverse; the equities 
of the people were being saved, not 
ruined. 

But then came a yearning back to 
policies strikingly reminiscent of the 
New Deal, with mounting appropria- 
tions for projects unmistakably bear- 
ing the New Deal or even the Welfare 
State brand. Credit regulations were 
relaxed and, save among a relatively 
small coterie, concern over the un- 






















































COST OF CREDIT. 


decisive factor in continuing 


By THOMAS L. GODEY 


balanced budget and the swelling| 
national debt dwindled away. Even in 
the Treasury itself there were some 
who held the tenet that growing popu-| 
lation and wealth served to belittle the 
debt and that the American people 
were lapped in safety. 

Then came a period of rapidly grow- 
ing consumer credit at liberal rates, 
almost fantastic extension of automo- 
bile and house mortgage debt and a 
general air of holiday! 

The result now is that the nation is 
soon entering an election year when| 
Congress and, to no little extent, the 
entire Administration are taking their 
economic texts not from sober balance 
sheets but from campaign posters. 
Even some of the most level-headed 
legislators who know the evils of an 
unbalanced budget and the menace of 
any kind of inflation are unable to re- 
frain from promises of reductions in 
Federal taxes. Moreover, it is a fore- 
gone conclusion that Congress will be 
unable to resist pressure from crowd- 
ing groups each finding imperative 
reasons for higher and higher appro- 
priations, often for purposes from 
which even the earlier New Dealers 
would have cringed. 

Perhaps the most amazing phenome- 
non of the entire economic picture is 
the eagerness of the millions of work- 
ers in the ranks of organized labor to 
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urge every step calculated to rob them-| 
selves and their dependents and even| 
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YY their posterity. Never in all recorded history has 
/a wage-price spiral failed to depress the purchasing 
/power of money. Yet the last year has seen long 
‘strides toward a guaranteed annual wage in addi- 
tion to very substantial increases in wage scales, 
enhanced pension and other benefits and all those 
: forms of fastening upon the sum of wealth cal- 
i culated to increase prices. 

= 





Blind to Inflation Effects 


Indeed, a review of various wage settlements 
| shows that in some cases only hours have elapsed 
between the granting of labor demands and an- 
nouncement of increases of the price of the products 
affected. There seems to be an extraordinary blind- 
ness to the unquestionable fact that each one of 
these steps impoverishes the pension funds of labor 
and also the savings and fixed investments of every- 
one else. 
Another factor in the situation which somewhat 
delayed repressive regulatory action on the part of 
the Federal Reserve System has been the European 
position. It will long be remembered that one of 
the major pressures which bludgeoned the value 
” of the dollar so rapidly downward was the pegging 
y | arrangement between the Treasury and the Federal 

Reserve. The dissolution of that alliance paved the 
| way for the reforms in fiscal and credit management 





which the Eisenhower Administration achieved to 
the salvation of the ebbing worth of the dollar. 

More recently, however, the Federal Reserve trod 
cautiously in increasing the bank rate because it was 
feared that adverse repercussions would be felt 
abroad, especially in Great Britain. There were be- 
liefs that Western Europe should be given every 
indirect as well as direct encouragement on its path- 
way back to recovery. Nothing was done that might 
have the slightest tendency to draw funds away 
from Britain and other Western European coun- 
tries, especially as there were doubts as to what 
effects the end of Marshall Plan and other assist- 
ances would have. 

The timing of these tremendous moves is a matter 
of such delicacy that there always is danger of 
error. There have been some opinions to the effect 
that Europe even now is suffering from too much 
encouragement and, therefore, is in the midst of in- 
flationary perils itself. There have been especially 
anguished cries from Britain—but curious study of 
British economic history, especially modern eco- 
nomic history, suggests that such cries arise about 
as readily and regularly as the bongs from Big 
Ben’s bell tower. 

At any rate, the Federal Reserve now feels that 
there no longer is any necessity to keep the bank 
rate down on Western Europe’s account and the 
rate for some weeks now has been employed as it 





























my Nl 
‘“ a An Exclusive Statement for The Magazine of Wall Street: 
ing | 
n in Drop in Purchasing Power of Dollar a Warning to Nation 
one By SENATOR HARRY F. BYRD 
the (U. S. Senate Banking Committee) | 
ople 
Under the Constitution it is the Federal Government's responsibility to keep our 
‘OW- money sound. 
om Debt is a hazardous factor which must be kept always under consideration in the 
da fulfillment of this responsibility. Both public and private debt are at their all-time peaks. 
Public debt exceeds $315 billion and private debt is approximately $375 billion. This is 
n is | a total of nearly $700 billion. In addition, there are contingent liabilities of the Federal 
hen Government totaling approximately $250 billion. This is a total of nearly a trillion dol- 
bec lars of debt, private, public, direct and contingent. 
nce This tremendous debt is of real significance to our national solvency. The present direct federal | 
ers. debt alone is equivalent to the assessed value of all land, buildings, mines, machinery, livestock — 
ded everything of tangible value — in the United States. We are mortgaged to the hilt. Young men and 
a women born in 1930 have lived under a goverrment operating in the red virtually all of their lives. | 
~ Perhaps all of us should stop more often to -onsider the difference between public and private debt. | 
in If private debt is not paid off it may be ended by liquidation. If public debt is not paid off with | 
re- taxes, liquidation takes the form of disastrous inflation or national repudiation. Either would destroy 
| - our form of government. | 
a Inflation generally has followed federal deficit financing. Beginning with 100-cent dollars in 
ro- 1939 the purchasing power of the dollar dropped 5 cents in 1940 and 1941 when combined deficits 
om totaled $8 billion. Despite wartime controls it dropped 17 cents under the pressure of war deficits. 
ers And under postwar deficits it has dropped another 26 cents. The value of the dollar is now about 
52 cents as compared with 100 cents in 1939. While deficit financing is not the sole cause of in- 
_ * flation, it is perhaps the greatest single factor. 
on We may regard these figures lightly if we choose, but loss of nearly half the purchasing 
to power of its money in fifteen years should be a serious warning to any nation. 
m- 
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originally was intended to be employed. 

It should not be at all unsafe to predict that there 
will arise in this country an outcry against the 
increase in the Federal Reserve rate. Even before 
Congress convenes and most certainly immediately 
afterwards, the American people will be told that 
a cold-hearted Administration is putting the Ameri- 
can people on the rack in the interests of Big 
Business and especially the banks through cruel 
application of the bank rate. Nor is it at all out 
of the question that there will be Money Trust in- 
vestigations and legislative proposals all tending 
toward relaxation of all the safeguards now being 
applied to preserve the welfare of the nation. 


Administration Steps to Curb Credit 


Government agencies have moved smoothly to 
forestall dangers. Margins have been increased by 
Federal Reserve fiat on the stock exchanges of the 
country and will be further increased if it appears 
desirable. Down payments on dwellings have been 
increased and in all construction the acquisition of 
larger equities has been ordained to forestall too 
wide an overextension. Automobile manufacturers 
have more recently discouraged the fantastic offers 
of dealers and there has been a tendency to slow 
the pace of debt accumulation on the part of con- 
sumers generally. 

It is interesting to watch the financial pages of 
metropolitan newspapers which, obviously, are writ- 
ten from the single day’s point of view and not in 
vital comparison with other periods. For example, 
on a recent day New York papers asserted that the 
“‘money squeeze was the tightest since the Spring of 
1958” and yet on the same day and page reported 
sustained activity on the Stock Exchange and in- 
creases in borrowing and lending and general move- 
ment bespeaking complete confidence, perhaps, over- 
confidence. 

The strangest phenomenon of the money market 
and the credit position in relation to Government 
action is persistent forgetfulness of the basic fact 
that the active, present, currently operating condi- 
tions, in such a free market as now is being enjoyed, 
controls what is done in the way of regulation. 
Save in time of war and in certain emergencies, 
the Government moves to meet situations created 
by the tides of trade and commerce. No one sitting 
at Washington decides that some arbitrary steps 
shall be taken such as, for example, the raising or 
lowering of the bank rate. This is decided by the 
pressures in the field, in the market. The Treasury, 
the Federal Reserve or whatever the agency in- 
volved, merely reacts to what is taking place. 

It is true that during the long period which em- 
braced first the extraordinary measures to encour- 
age recovery from the Great Depression, then the 
Second World War and then the Korean adventure, 
so Many various controls were in effect for so long 
that it might be said an entire generation of busi- 
nessmen grew up without knowing any other at- 
mosphere. As those who had known freer air had 
forgotten it. 

It may be that heavy times will again fall upon 
the nation and that some of the measures will have 
to be re-imposed but that is not the case today. It 
cannot be too strongly emphasized that the country 
now is operating in the freest economic situation it 
has known for a very long time. Washington is not 


10 


peering around here and there to see what new) 
trammels it can place on business, banking or any 
branch of business life or human activity. It merely! 
is responsive to the pressures which arise. It is 
using the Federal Reserve and other machinery 
which has been provided. There is no eagerness at 
Washington to find new shackles, new measures of 
control. 


Home Mortgage Situation 


One of the spots in the credit position often re- 
garded as a soft one relates to home mortgages. It 
is especially interesting to note how tides of senti- 
ment move backward and forward on the American 
scene. But a brief while ago there was a great out- 
cry that housing was falling far behind and that 
American families were in danger of going roofless. 
Now it is heard on every side that there has been 
tremendous over-building with too great a rise in 
the mortgage debt necessarily arising therefrom! 

A fresh report of the Federal Housing Adminis- 
tration shows that reserve funds backing the FHA 
loan insurance programs increased by $64 million 
in the last fiscal year to $417.9 million. Perhaps 
more impressive is that the Federal National Mort- 
gage Association reduced its indebtedness to the 
United States Treasury during the last year by 
$246 million bringing the debt down to $1.96 billion 
compared with $2.2 billion a year ago. This would 
seem to be a sound fiscal position from the view- 
point of housing constructed with some sort of 
Government assistance. 

Most important of all in this connection is the 
circumstance that practically all the new housing 
is being constructed for and sold to young married 
persons starting families. The human security here 
is that the first impulse of the young American is 
to get and keep a roof over his young family’s head. 
This is regarded as a first claim on earnings and 
the result has been that defaults are low. Some 
analysts studying statistics have shown some in- 
clination to tap fingers over the figures on home 
mortgage debt. It is to be feared that these are 
regarded only as figures and not as very deeply 
human indications of the operation of the first im- 
pulse to maintain a rooftree. A good many cate- 
gories of indebtedness (Please turn to page 50) 
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HOW RISING PRICES ow 
CORPORATE 
PROFITS 


AFFECT 





i» are many signs that a price spiral 
once more is in the making. Ever since the United 
States Steel Corp., this summer, succumbed to the 
wage demands of the United Steei Workers of 
America, C. I. O., and in turn raised its prices 
more than $7 a ton (to set a pattern for the in- 
dustry), many other industries have followed suit, 
so that it may be said that a new price pattern is 
emerging. This is not only of greatest concern to 
people and Government alike, but contains the great- 
est significance to investors, who are all too aware 
that important price changes in the materials which 
are used in manufacture can have an immediate 
effect on the earnings of their companies. Effects 
may not always be salutary, as some companies can 
not pass along these higher costs. 

In general, those companies that can most easily 
pass along their higher wage costs, and those of 
materials used, in the form of higher prices are in 
a less vulnerable position, so far as any deleterious 
effect on earnings is concerned, than those with 
more rigid cost which can not be passed along, either 
in full or in significant part. 

Some companies are not burdened with a large 
wage factor but are, at the same time, especially 
affected by price changes in the products they use, 
since they are regulated by fixed rate schedules. 
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Among these, of course, are the public utilities, 
railroads, airlines, trucking companies and shipping 
firms. Other companies will not be able to pass along 
higher costs because of burdensome inventories or 
because of unusually severe competition within the 
industry. 

Thus, while prices are rising, this is, by no means, 
an indication they are rising everywhere. In fact, 
in some industries they can not rise at all. This 
means that every dollar of additional expense for 
materials that must be bought to keep manufactur- 
ing going diminishes profits. In other instances, 
such as steel and non-ferrous metals, price boosts 
can wipe out added costs and even afford an added 
profit. 

The wage factor bulks largest in such industries 
as office equipment, aircraft manufacture, airlines, 
electrical equipment, machinery, rubber and tires, 
building equipment and railway equipment. Obvi- 
ously, these industries are most severely affected 
by higher costs, especially wages, and they are the 
ones that find it difficult to raise prices to compen- 
sate adequately for any important wage rises. Minor 
advances in costs, of course, can be met through 
greater efficiency rather than higher prices which, 
in fact, is the method used by many of these com- 
panies, loath to boost prices. 


Tt 





Industries with the lowest 
wage factor, on a relative basis, 
and which consequently are not 
so impelled as the others to make 
price adjustments when wages 
are raised include food, drugs, 
soap and petroleum refining. 
Higher costs in such instances 
are normally balanced through 
the huge volume of sales, char- 
acteristic of these industries. 

Striving for economies in the 
labor factor almost invariably 
runs into stern opposition from 
union leadership. Thus, in the 
case of Westinghouse Electric 
Corp., which is in an industry 
where wage costs are high, a 

















Major Price Developments 
Industries Whose Prices 
Have Risen This Year 
Aluminum—Brass — Building Ma- 


terials — Cellophane — Cement 
—Chemicals — Coal — Copper— 
Earth-moving Equipment — Farm 


Equipment — Fuel Oil (Crude, too) 
— Hat — Hosiery — Kitchen Ap- 
pliances — Nylon (Many grades) 
— Paper Products — Platinum — 
Power Equipment — Rubber (Tires, 
etc.) — Silver — Shoe — Sports 
Line (Golf, etc.) — Steel (and al- 
loys) — Television — _ Textile 
(denim, etc.) — Tobacco Products 
— Wood Products — Zinc 








granted a wage rise and ac- 
companied that action with price 
increases averaging more than 
$7 a ton for steel, appliance 
manufacturers, heavy users of 
steel, were at odds over this new 
rise in the cost of doing busi- 
ness. The Norge division of 
Borg-Warner Corp. said it would 
absorb the higher material costs. 
Conversely, Philco Corp., one of 
the top companies in the appli- 
ance field, said higher prices 
were on the way for such de- 
vices as refrigerators and air- 
conditioners because steel, alu- 
minum, and other raw materials 
and components cost more. The 





proposal to time-study jobs at 





feeling at Philco, shared by 
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one plant led to strikes in more 
than a score of Westinghouse plants. Its competitor, 
General Electric, reached an agreement with the 
union that is expected to cost the company over 
$100 million during the next five years. As a result, 
G. E. has been forced to consider boosting prices of 
television sets to offset, at least in part, higher wage 
costs plus increased prices for materials. Yet another 
competitor, Allis-Chalmers, has sought to recover 
material and labor costs (a 24-cent an hour package 
increase) with a 10% boost in generator units, 
transformers and other products of its power equip- 
ment division. 


Effect On Consumer 


The consumer, of course, may be more directly 
affected. He is confronted with higher prices for 
his breakfast coffee, shoes, work clothes, tires for 
his car, the cigarettes he puffs and the golf clubs 
that he so much appreciates for the relaxation they 
afford. This is only a small list and is growing 
steadily. Having benefited in the past several years 
from reasonable price stability, he now must start 
to worry all over again whether we are about to 
witness a return to a period of spiraling prices such 
as occurred in the years following World War II. 

Until this summer the consumer called the tune. 
The price of farm produce was down 23% from the 
1951 high (and continued to spill through the sum- 
mer) and manufactured goods had fallen nearly 2% 
from the price level of four years ago. In the mean- 
time, wages had gone up 17%. This unusual degree 
of price stability was achieved by greater productive 
efficiency in the factories, increased output that 
lowered unit costs and the general tendency of 
manufacturers to remain competitive by “eating” 
costs. 

While some of these price rises must be endured 
by the consumer (still, he can stop going to the 
downtown movie that has boosted admission prices 
to $2 and pass up the hat that has been hiked 18%), 
for many manufacturers it is a major operation they 
must suffer if they want to stay in business. Prac- 
tically every industry, as an example, uses steel, 
copper and a miscellany of rubber goods. All of 
these items have risen in price — all companies 
have incurred these newly-risen costs. Where they 
differ is in their ability to pass them on. And the 
decision may vary even within a single industry. 

Thus, in early July, when the steel industry 
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hundreds of other manufactur- 
ers, is that the higher wage-material costs will make 
it impossible for producers of finished goods to 
absorb these increased costs. Such items as re- 
frigerators and air-conditioners, cited by Philco, are 
heavily weighted with steel and copper, which is in 
extremely short supply. 

Mullins Manufacturing Corp. moved swiftly to 
recapture the increased cost of producing its 
Youngstown line of kitchen appliances, raising 
prices by 1034%. For five years Mullins had re- 
sisted the pressure of increased costs of all kinds, 
but after this summer’s rise in the price of steel 
it had to yield. About the same time, television sets 
started to move higher, and several important com- 
panies sought to ease the burden of higher labor 
and material costs. Westinghouse in September ad- 
vanced prices of a number of small appliances. 


Rises Becoming General 


The upward tilt goes far beyond appliances, which 
incidentally are in plentiful supply. It extends to 
apparel, ranging from the hat on your head to the 
shoes on your feet; to king-size cigarettes, which 
command an added penny, and to rubber tires for 
your car, up on the order of 314%. Heavy heating 
oil, now in demand these cool autumn days, also 
costs more. 

Like hidden taxes, many of the increases do not 
hit the general public directly. Thus, Pennsylvania 
crude oil, highest octane produced and used in mak- 
ing lubricating oils, rose 10 cents a barrel in July. 
This followed a boost of 15 cents early this year. 
E. I. du Pont de Nemours & Co. and Chemstrand 
Corp., in July, boosted prices on several grades of 
nylon. Higher prices for silver, platinum and dacron 
polyester fiberfill, to cite a few more items that do 
not stir widespread public interest, nevertheless 
mean higher prices for finished goods. 

The impact at the retail level will be far greater 
from the four increases made this year in the price 
of copper. The parity formula used to compute farm 
prices must feel the impact of the boost this summer 
in the price of farm equipment, with the public 
paying for this as taxpayer and consumer. Politicos, 
with an eye on the 1956 elections, already are vieing 
for the farm vote with demands for higher prices 
of farm products — the one soft spot in the economy. 

Yet there is an awareness that the cost of living 
is on the rise. The index kept by the Government 
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‘chalked up its second straight monthly advance in corporations are deeply concerned over the price 





















































ries ‘July, increasing .3%, sharpest rise for any month spiral stemming from higher costs of raw material, 
h ey ‘since May, 1954. Even more rises appear in prospect fuel, wages and borrowed money. Many also are 
cl ‘and they should reflect, to a greater degree, the high- worried by shortages of important commodities, 
of er cost of manufactured goods. The latest increase in such as steel, copper and aluminum. _ 
oe the index added one cent an hour to the pay envelopes The buying policy of many purchasing agents has 
asi. Bf hundreds of thousands of industrial workers been lengthened “to cover in advance of price in- 
'- ‘covered by labor contracts that include cost-of-living creases or shortages.” They are paying higher prices 
a escalation clauses. for rubber, steel, copper, paper, aluminum, brass, 
t fuel oil, chemicals, electrical equipment and wood 
. - Some Get Help, Others Hurt products, among others. And they are finding it diffi- 
b~ cult to come by steels, special steel alloys, copper 
pli- The investor, watching the pattern of general and copper products, aluminum, nickel, cement, 
ro prices unfold, will realize from the foregoing that brass and selenium. 
‘jp, not all companies are in a position to offset higher Inside the factory, the answer these days is not 
ju. Wage-material costs or take advantage of the supply- always expanded output to spread unit costs. This is 
als | demand situation, which favors producers of steel, due to the growing scarcity of factory hands among 
‘he 2on-ferrous metals, paper products and the like. The the jobless. Expense of training workers is costly 
py | Pattern of action in the appliance industry is but and the unskilled predominate among the unem- 
ay. gone example. In the case of makers of automobiles, ploy ed. An added woe of manufacturers is the fact 
ke | #8 another instance, there is widespread belief that that they have not yet seen the full effect of wages 
to 1956 model passenger-car prices will be raised, but on the cost of things they buy. Their suppliers may 
re. _ inthe present market for cars list price means little. have passed along the markups on steel, but they may 
vn Of course, the distributors and dealers of vehicles not have caught (Please turn to page 51) 
ra will have to pay the higher prices laid down by manu- 
facturers, but the system of offering bonuses to 
te dealers, a widespread practice, indicates that the Ind — a Ability | 
i”  auto-makers are not immune to the “cut rates” that ndustries Benefiting From Ability 
Its predominate. To Pass Along the Increased Costs 
“< Railroads and utilities can hardly enthuse over 
“nd the current trend toward higher costs. Many of these ii sical ain ania Rte a ae cai 
.e] | companies, in addition, have yet to come to grips || ~~ (italia pees dager sl romana ll 
fie with the demands of their workers for higher wages. 
“a Meanwhile, they already are feeling the impact of Non-ferrous Metals........ Copper has been boosted four times this 
me higher prices for steel, which they use in large year to put that metal at highest level in 
quantities, and soft coal, now at the highest price in history while zinc has been upped three 
d- this centurv times to push that metal nearly 50% 
ili ahead of prices that prevailed in early 
H Bakers io 
a a 
aed Ee A wide range of paper products now 
h Of course, not all commodities are in the ascend- —_ pan cae ecard vesiieliae 
= ant. Wheat prices, as a case in point, reached a 12- sales resistance. A rise in newsprint prices 
. month low this summer, sending bakers off on a buy- is expected. 
h ing spree. Their huge purchases, which will meet 
. flour needs of many bakers into 1956, should help ec cncntsesdavactnnisienionnt Moving to recapture higher costs, industry 
prevent another climb in bread-making costs. Flour aoe Seated pee of Gem, hee, Se 
Zz P } . ." dustrial rubber hose, shoe products and 
» accounts for about 4 cents of the retail price of a sie tame te Ge Gan. 
13-cent one-pound loaf. There usually is a scramble — 
t for flour right after harvest, but grain people have Ri hhs sinsiielitndiccneniniatl Bituminous coal prices raised the very 
~ never seen anything to equal the frenzied buying of day miners were given wage hike. Action 
“| mid-July. In three days, millers booked orders for yoo! payee mg Loe af pe nfm 
~ | over 25 million 100-pound bags of flour, That heap aa 
e would supply every American with a slice of bread 
4 daily for a year. ; . . Rossi sestiiidebicanned Prices of cigarettes, cigars and allied 
f The baking business, however, is unique. For most products have been advanced by most of 
: manufacturers, costs of material and labor continue the leaders in the industry. 
O ie anaes t ot idan ee oe == Building Materials........... A long list of items used in this booming 
Ss business has been in an upward trend 
money. Scarcely a week goes by that rates are not for many months. 
‘ boosted for commercial paper and bankers’ accept- 
4 ances. Besides, banks extending loans to business IN isa sicscvsenssies Scnsniine’ Leaders of this industry, Producing at 
customers now often expect borrowers to maintain — levels, naga <g saegl blaming 
: more substantial deposit balances. Many corpora- i cen ane pe ete demon 
_ | tions which deferred financing programs now find distribution. Heels, soles and other com- 
; | oa — hoe pay considerably more for money ponent also advancing. 
* | than they had expected. 
; 7 : NE diecast canccsvaceeecmensnens Up this fall as much as 18% at retail. 
y Purchasing Agents Worry 
. Farm Equipment............... Tilted higher this summer by 7%. 
‘ 
Many of the top purchasing agents of American 
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from small beginnings... 


...d NEW GIANT INDUSTRIES 


_ methods of production and dis- 
tribution within the economy, ranging from the 
raw-materials source to the consumer level, have 
aimed at trimming costs and expanding markets. 
These processes, spawned by the research labora- 
tories and eagerly sought after in an age of fierce 
competition, have bestowed increased stature on 
many fields of endeavor that were of only minor 
significance in the pre-war era and given new im- 
petus to enterprises which have been quick to ex- 
ploit these new trends. At least three new industries, 
often paced by old-line companies, are now con- 
fronted with wide horizons as a result of these de- 
velopments. In the argot of the investment frater- 
nity, the trio—materials-handling, packaging and 
automatic dispensing—represents a prime growth 
situation. 

While the three industries are far removed from 
each other, they have this in common: Their at- 
tainment of new vistas stems from the large contri- 
bution they make toward the economies effected by 
the companies they serve, for they are, first and 
foremost, manufacturers for manufacturers. Thus, a 
maker of materials-handling equipment may devise 
a system of conveyor belts that brings ore from a 
hitherto unprofitable mine at a cost that permits 
resumption of profitable production. Packaging 
companies have a major role to play in the age of 
self-service and supermarkets, which have changed 
buying habits of consumers and, indeed, made the 
package as important as the contents. Automatic 
dispensing, as a third illustration, offers to manu- 
facturers of low-priced products a broader market 
and more economical distribution. 

The three fields cited here have, in many instances, 
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by J. H. PARTRIDGE 


attracted growing investment interest in companies 
that were undistinguished factors until a few years 
ago and other entities, long established, which have 
had a considerable upsurge, thanks to keen manage- 
ment exploitation of the investment opportunities 


afforded. Let us proceed to examine each of these 
industries. 


Materials-Handling 


Automatic materials-handling is a form of auto- 
mation. There are well over a hundred companies 
engaged in production of such items as industrial] 
trucks, conveyor systems, shuttles and scores of 
other devices that replace muscles with machinery. 
The roster ranges from such industrial giants as top 
rubber companies down to medium-size firms such 
as Yale & Towne Manufacturing Co., Clark Equip- 
ment Co., Link-Belt Co. and on down to small units 
which are unknown to the investment community. 
The list adds up to a $1 billion annual business. 
about double the volume attained a decade ago. 
Obviously, it would be impossible to canvass the 
scores of companies within the industry, but a brief 
study of a couple of firms in this field should suffice 
to highlight the opportunities that abound here. 

One of the important beneficiaries of the growth 
of materials-handling equipment as a factor in in- 
dustrial production and distribution is Clark Equip- 
ment, founded around the turn of the century. That 
company long has pursued a policy of sweeping 
“deadheads” out of its product line (industrial steel 
drills and street railway under-carriages, as ex- 
amples) and proven unusually adept at developing 
such profitable items as materials-handling lift 
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trucks, straddle carriers, towing tractors and parts 
for these products. Sales for the first two quarters 
of this year have exceeded original quotas and or- 
ders on hand show no sign of a let-up for the balance 
of 1955. The basic reason underlying Clark’s boom- 
ing business in materials-handling equipment is the 
wage-price spiral that has its corporate customers 
scrambling for cost-saving equipment. 

Over-all Clark sales for the first six months toted 

up to $64,780,000 and net profit was $3,717,000, or 
$3.28 a common share. This compares with sales of 
$51,718,000 and net of $2,779,000, or $2.44 a share, 
‘in the first six months of 1954. Record sales and 
earnings are the 1955 prospect for Clark, which 
had a volume of less than $6 million as recently as 
' 1935 and under $55 million a decade ago. 
. Bulking equally large in this field is Yale & Towne 
' Manufacturing Co., an old-line enterprise that be- 
j came a household name through its locks and allied 
hardware items. Its materials-handling products 
have surpassed that segment of the business, rang- 
ing to 65% of total volume. The line includes a va- 
riety of hoists and industrial trucks. As recently as 
1940, sales of Yale & Towne amounted to only $21 
million. By 1953, they had risen fivefold to $109,- 
626,000, thanks to the growth of materials-handling 
business. A decline was sustained last vear in the 
over-all business as Government work dwindled. 
However, sales and earnings are headed higher this 
vear. 





Conveyor, Crane and Monorail 


There are other makers of industrial trucks, no- 
tably Towmotor Corp. Conveyor systems are pro- 
duced by such companies as Link-Belt, Oliver Corp. 
and Hewitt-Robins, with topnotch rubber com- 
panies supplying the rubber belting. Whiting Corp. 
is a major producer of overhead cranes and mono- 
rail systems. 

Nearly all of the companies 
in the fied report business up 


Vending machines have been with us for more 
than a generation, but they have gained major- 
league status only in the past several years. Where- 
as they once confined themselves largely to pushing 
out sticks of gum, they now dispense hundreds of 
items, including coffee, soup, snacks, eigarettes, per- 
fume, combs, drugs and a host of other products, 
such as milk, made possible by refrigeration. All- 
weather mechanical “milkmen” on 24-hour duty on 
busy streets and highways, cigarette machines that 
talk back to customers (a mechanical voice tells you 
to buy two packs so as not to run short), robot 
cafeterias supplying complete meals, store-front 
machines catering to passersby, devices that sell 
sundries in railroad terminals—these and other in- 
novations helped boost the automatic merchandising 
industry’s gross sales last year to $1.75 billion. 
Volume is expected to climb to $2 billion for 1955. 


Automatic Merchandising 


While cigarettes, soft drinks and candy continue 
to lead vending sales, milk is making the biggest 
news of the vear with tens of thousands of refriger- 
ated dispensers already in operation. It is anticipated 
that such machines could provide an “‘impulse mar- 
ket” that would eventually reduce milk surpluses 
sharply. Vending machines sold an estimated $20 
million worth of ice cream last vear, as an example 
of their popularity. 

Giant of the field is Automatic Canteen Co. of 
America, a 25-year-old coast-to-coast operation that 
now is taking over the Rowe Corp., another leader 
of the industry. Acquisition of Rowe, maker of 
vending equipment, is a major step forward for Can- 
teen. Until now, Canteen did not have manufactur- 
ing facilities, although it maintained an engineering 
department. The merger will link the engineering 
and operating know-how of both companies, result- 
ing in new and improved vending machines by 
Rowe’s manufacturing (Please turn to page 52) 
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PROSPERITY note is echoing from the dusty files of 
public works programs which agencies were pre- 
paring only two years ago in readiness to “cushion 

the shock of a business decline that never arrived. 
So that the effort may not be a total loss, the Hous- 





WASHINGTON SEES: 


Most of the diplomatists in Washington are 
happy to admit they guessed wrong on the Aden- 
aver visit to Moscow and have revised their ap- 
praisals on its contribution to peaceful relations 
in Europe. While the meetings did not result in 
clear-cut decisions on some main points there was 
enough gain to suggest the likelihood of steadily 
lessening tensions on both sides of the curtain. 


The human body as a medium of diplomatic ex- 
change does little credit to a modern civilization, 
but the deals in recent weeks lean heavily to its 
use. China has improved its standing with the 
Western World by releasing some United Nations 
prisoners, Americans included, and will better re- 
lations when a larger contingent of civilians are 
allowed to return home. Moscow is readying the 
release of war prisoners to go back to Germany. 
And some Orientals in the United States soon will 
be embarking for their homelands. 


Adenauer yielded on his insistence that restora- 
tion of full diplomatic relations await more tan- 
gible evidence of German unification. The Soviet 
dropped its demand that communist-saturated East 
Germany be brought in on the prisoner release 
deal. It is in the latter action that the real sig- 
nificance of the parley is found: Russia now admits 
that the Federal Republic is the legitimate spokes- 
man for the German people. Lacking that recog- 
nition, Germany could never have full membership 
in the Family of Nations. 








PROBE INTO CREDIT CONTROLS 


“VERITAS” 


ing and Home Financial Agency, through its Com- 
munity Facilities Administration, now is out looking 
for “business” from cities which can qualify under 
a broadened program. Governmental units now may 
apply for interest-free planning advances for what- 
ever types of public works are authorized. 


HOUSING PROBE which hasn’t marked out any cul- 
prits in advance and isn’t calculated to put anybody 
in jail will get under way October 5. A House com- 
mittee will visit Newark, Philadelphia, the West 
Coast and some Southern States. Information will 
be gathered on urban renewal, mortgage credit 
availability, and the effects of government credit 
controls. Last to be listed topically, the effect of 
credit controls initiated by the Government prob- 
ably should come first. The committeemen hope to 
find an answer to whether these are dangerously 
restrictive. 


LEGISLATIVE steps to soften the economic blow of 
disastrous floods will take many forms when the 
new Congress convenes. They will be the backwash 
of crushing damage inflicted on Northeastern states 
several weeks ago. Most of them will be toned down 
as recovery removes the horror of the early days. 
But out of the suggestions will come a national 
assistance program to provide hurricane- and flood- 
stricken areas, long-range help for local govern- 
ments, property owners, tenants, farmers, and op- 
erators of small business, after “first aid” ends. 


LABOR, in the sense of its more vocal headquarters 
spokesmen, has registered so many grievances 
against Congress that it was hard to determine 
which fault it considered most censurable. AFL has 
supplied the answer: “The worst failure of Con- 
gress was in connection with the Nation’s disgrace- 
ful school shortage. When Congress can find billions 
for all sorts of projects, it is shameful that it can- 
not provide federal aid to education.” 
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Republicans' disposition to talk down the im- 
plications of the "meeting at the summit" is encouraging 
democrats to indulge an attitude that comes close to 














gloating. They may find themselves strategically 
4 ZA trapped. The word went out from the GOP campaign school 









to its class of state chairmen to emphasize the ex- 
ploratory aspects of the meeting, condition the public 
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for a long haul which will not show immediate results. 
Ge To National Chairman Leonard Hall bridled at the suggestion 

that his party is "softer" with the commies than was the 
Truman Administration: Had the republican President not, 
he was_asked, clinked glasses with the top Soviets just 
a_few months ago? Hall's reply was not calculated to 
picture a pally situation. The Truman Administration 
never conceded communism a domestic peril, whereas Ike 
recognizes it as global. 











Presd 





But conjecture and inference won't take the 
place of the cold facts of success now being spread on 
the record. Ike had hardly set up in business in Washington upon his return from 
Geneva when the republicans announced plans to slash $1 billion from Pentagon 
spending. General Eisenhower might be fooled on the faithfulness of a political 
associate, for that is still a strange field for him; but the possibility that he 
might be mousetrapped militarily is just about nil. And it was the General who 
dictated the cutback in military manpower. In any event the spending cut which 
could mean budget balance, is something the taxpayers can appreciate without_sup- 
porting argument. 




















There are other signs of success which the GOP may be pretending not to 
evaluate now, the better to spring them in a politically profitable moment. The ex- 
changes of farmers, salesmen, and businessmen generally is bonus for amity. Freeing 
of imprisoned Americans in Russia and in China remuved an irritant that countered 
efforts at friendly relations between the principal nations in the war of 
ideologies. "Friendly" is used here in the diplomatic sense - a friendship of ex- 
pedience, running both ways. And Russia recently conducted diplomats through its 
atomic power installations. That, too, came after the Geneva meetings and un- 
doubtedly is related to the spirit engendered there. 

















While the country will, more than ever, demand a balanced budget in the 
next _ 12 months now that it has been promised with earnestness and assurance, the 
Administration will be harassed by critics. Former President Truman started the 
campaign ball rolling. But the objections will not center in the democratic party; 
there will be plenty of critical republicans on the firing line. They will demand 
to know why President Eisenhower asked one full billion dollars more for defense 
than he now considers necessary. If the cut is related wholly to the Geneva meet- 
ings, the next question will concern what Ike found there that we didn't already 
know, and what the Kremlin intends in parallel action. 




















Out _of the Labor Day oratory which was largely a re-play of last year's 
and the year before, came one reiteration of importance: the unions do not intend 
to create their own political party, with candidates and all the rest that went with 
the lately downgrading Labour Party of Britain. If the AFL-CIO merger goes through 
three months hence it will embrace 15 million voters, according to union hall esti- 
mates. Their leaders would unquestionably presume to speak for all of them in spite 
of conflicting geographical and other interests. If all of them voted and for the 
same ticket, they could swing any election. But because neither of these "ifs" has 
been borne out in any election, the republicans will take their chances on a repeat 
of the 1952 and 1954 performances in organized labor centers. 


























The Federal Government is anxious to get out_of one line of business in 
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which competition with private enterprise is not involved: boarding criminals con- 
victed in the District of Columbia. Washington, D. C., is Federal territory with 
municipal functions and the malefactors brought to justice in its courts divide be- 
tween national and local penal institutions. The local bastilles are filled so the 
Federal Government takes in boarders. But despite much talk of crime reduction, 
jail populations are growing: fewer crimes, but more serious ones involving longer 
terms. One solution offered is to build a new factory to replace a decades-old one 
which makes auto tags, traffic signs, etc. 











The Federal Communications Commission is considered likely to duck the ex- 
plosive issue of pay-as-you-see television by referring the basic questions of law 
direct to Congress. The entire broadcasting industry has a tremendous stake in the 
answer eventually to be made to the petition of three companies -- Zenith, Tele- 
meter, and Skiatron = for permission to sell programs on the now free airwaves. 
First run pictures would be shown to home audiences subscribing to a pay service and 
the effect on movie house attendance might be disastrous. 














The Federal Communications Commission has been sparring for one year. 
Briefs for and against were received under a July 10 deadline; reply briefs came in 
to meet a Sept. 8 final date. The comments fill approximately 50 large volumes and 
staff members say it would take one year to digest them before they could be sent to 
the Commissioners for action. Meanwhile, one of the broadcasting chains has sug- 
gested a commission be appointed to analyze the arguments, then ask Congress whether 
the Federal Communications Act permits FCC to license the air waves for direct sale 
of programs. Commissioners lean to the theory that a free-to-set owners operation 
was contemplated in the law and that the answer lies with Congress. Informed 
guessers say the final answer to toll-TV won't come until 1960 at the earliest. 




















The $l-an-hour minimum pay for interstate business already is outdated, 
says the CIO in launching an immediate effort to get the $1.25 level written into 
law. The drive will be tied in with a too-obvious attempt to frighten the GOP into 
action. CIO affiliates were told: "Adoption of the $1 minimum was a distinct vic- 
tory for labor, for President Eisenhower was reluctant to ask for any increase and 
his Secretary of Labor hemmed and hawed on any figure, and the Administration 
finally, and with reluctance, spoke up for 90 cents." Complaint is made that the 
boost amounted to only 33 per cent, and it should have been 66 2/3 per cent! 














Labor won't be satisfied with a wage increase. It wants broader coverage 
(which, incidentally, would open new fields for union member recruitment). Claim is 
entered that fewer kinds of workers are covered under the new minimum than were 
protected in the 1938 Fair Labor Standards Act when the minimum was set at only 30 
cents an hour. The damage, say unionists, was done in the 1950 bill when the raise 
to a 75=-cent minimum came about. Agriculture and the retail trades are the prin- 
cipal targets for inclusion in the law. 











Rail and trucking representatives remain sharply split over Administration 
proposal to introduce a greater measure of competition into rate-making. The rail- 
roads feel that the I.C.C., in passing on rate proposals, puts too much emphasis 
on whether or not it will result in the carriers getting more than their "fair 
share" of available traffic. They argue that there is no handy guidepost for 
determining fair shares. Spokesmen for the truckers, on the other hand, fear com- 
petitive rate-making would enable the rails to wreck their business. They warn 
that the shipper would enjoy only temporarily the luxury of depressed rates, for 
once the truckers were driven out, they contend, monopoly pricing would cause rates 
to spiral. The railroads insist that the present transport policy penalizes 
carriers, shippers and consumers. What the railroads want, among other things, is 
more freedom to cut freight rates here and there to permit them to compete for 
freight that moves by other modes of transport. 
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Note: Our foreign editor, Mr. V. L. Horoth, has just 
returned from an extensive trip during which he 
visited many countries of Western Europe. He gives 
here a summary of his impressions. In view of the 
rapidly changing political and economic situation in 
that part of the world, his views command unusual 
attention.) 





MN, vacation trip this year took me through 
most of the Western European countries that border 
on the Soviet and the satellite territories. For almost 
five weeks I literally skirted the Iron Curtain all the 
way from Lapland in the North down to Yugoslavia 
in the South. South of Savonlinna in Finland and 
east of Kirkenes in Norway I could actually peek 
into Soviet territory, though I must say that on both 
occasions the view was disappointing: a river, and 
then scrubby pine and birch forest beyond. There 
were, of course, Russian soldiers still to be seen in 
Vienna. But no one bothers about “gray cards” these 
days, and in general the representatives of Russian 
armed might appeared to be rather shy, nondescript 
young fellows intent on touring the museums and 
palaces with which the Austrian emperors adorned 
their beloved city. 

By travelling hard and by being on the go almost 
every day, I managed to see the greater part of Fin- 
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OUR FOREIGN EDITOR 
VIEWS THE EUROPEAN SCENE 


land and Norway and some of the most important 
areas of Sweden, Denmark, Western Germany, and 
Austria. The objective of the trip was not so much 
to interview the central bank economists of the 
countries visited—luckily for me, they also were 
away on vacation—but rather to observe the changes 
that have taken place in the European scene and to 
mingle with the people in the street. Hence this will 
be a light, chatty account of my trip, with only an 
occasional excursion into economics. 

What impressed me more than anything else was 
the considerable “americanization” of Western Euro- 
pean ways of living and doing business that has 
taken place in the last two or three years. Under this 
heading I would include the striking spread of ‘“‘auto- 
mobile civilization” on the old Continent. The hard 
work and dynamic activity that one sees in Western 
Germany and Finland also leave a lasting impres- 
sion, particularly when contrasted with the easy gait 
of Austria and a certain smugness in socialist 
Sweden. 

Finally, one cannot help noticing that Europeans 
have taken up travelling. Almost a million Ameri- 
cans from all walks of life are expected to visit 
Western European countries this year, and the Brit- 
ish and the Scandinavians have always been great 
travellers too. But now thousands of Belgians, Ital- 
ians, and Frenchmen are taking to the road—the 
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French no doubt because they can live almost any- 
where more cheaply than at home. All this makes, of 
course, for crowded trains and hotels. On the other 
hand, one cannot help feeling that the Western 
Europeans are now beginning to know each other 
better than ever before, and that the old rivalries 
and hurts are giving place to a feeling of common 
bond. 


Americanization on the March 


Even a superficial observer can see how strongly 
American ways of living, habits, and fancies are 
influencing life on the Continent. American movies, 
soft drinks, and billboards have by this time become 
a part of the European landscape. One also begins 
to take for granted vacationing Europeans in bright 
“Truman” shirts, and hefty Scandinavian girls in 
blue jeans. In Finland the children are learning all 
about Davy Crockett from translations of our com- 
ics. Even far-off Lapland has not escaped the Ameri- 
can influence. Here some 300 miles north of the 
Arctic Circle, in the summer encampments of Lap- 
landers—sturdy nomadic people living off their great 
herds of semi-domesticated reindeer—one can see 
empty cans from American beans and soups strewn 
around together with jaw and leg bones of reindeer. 
Even a greater shock was the sight of gaily dressed 
Lapp children chewing bubble gum. 

In larger German towns and in the industrial 
areas of Scandinavia, one can also count on seeing 
either a branch plant of some American corpora- 
tion or local manufacturing establishments making 
American products under license. Hamburg and 
Frankfurt a/M seem to be particularly favored by 
American businesses and branch plants. Both cities 
are the centers of vast industrial areas and both 
have dug themselves out of mountains of rubble, 
emerging as bustling, modern metropolises. The huge 
Opel plant, a part of the General Motors’ European 
empire, is in Russelsheim just outside of Frankfurt. 
Already an industrial colossus, it is being substan- 
tially enlarged. 

There is evidence everywhere that the Germans 
have wisely used their available capital in the first 
place for the rebuilding of plants and factories. 
Now shopping areas and public buildings, such as 
railway stations, are coming in for more attention. 
Hamburg, Frankfurt, Duesseldorf, and Hannover 
have replanned their centrums, widened the streets 
and adorned them with modern up-to-date concrete 
and glass buildings. Especially at night, in the light 
of hundreds of blinking neon signs, one has the im- 
pression of being in Sao Paulo or Los Angeles or 
some other city of the New World, rather than in 
one of the oldest parts of Europe. On the other hand, 
many other German cities are lagging in rebuilding: 
Cologne, Kassel, Karlsruhe, Nuremberg and others. 
The German housing problem may have definitely 
improved since the earlier postwar years, but there 
is a tremendous amount of rebuilding yet to be done. 
The apartment shortage still seems to be one of the 
most serious problems not only in Germany but also 
in Sweden and other countries, where rent ceilings 
and other measures have discouraged apartment 
building except by Government authorities. 

Somewhat less obvious than the American influ- 
ence on living habits, is the American influence on 
merchandising. 

Western Europe, Germany in particular, has grown 
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merchandising-conscious in the last few years, and 
American advertising agencies are busy establishing 
branches or teaching Europeans the art of compos. 
ing radio singing-commercials. Retailing methods 
are being modernized. Store displays, especially in 
Germany, compare well with those in our cities, 
Several new mail order houses are in business, and 
from northern Norway to southern Austria one no- 
tices the mushrooming of American-style groceries, 
In Germany there are even supermarkets now, and 
self-service stores and restaurants in Finland and 
Sweden are becoming quite common. 


Progress in Merchandising 


The spread of new retailing methods—France 
and the Netherlands are the two countries still hold- 
ing out in favor of the small shopkeeper—has been 
aided by postwar developments. One of them has 
been the leveling of the old middle class and its ab- 
sorption into the new postwar “upper working 
class”. That has created a broad one-class market 
that in turn has made possible production at a mass 
price and the development of brand products. In 
recent years the “upper working class” has benefited 
from considerable wage increases. Since rents are 
low and the welfare state provides for medical ex- 
penses, the new class of skilled workers has con- 
siderable purchasing power left for household equip- 
ment and even motor cars. The shortage of household 
servants has also contributed to the growth of the 
one-class market and to the spread of new retailing 
methods. 

In all countries visited, displays of motor cars and 
household appliances seemed to attract an extra 
large share of window shoppers. However, the own- 
ership of refrigerators, deep freezers, and other 
more costly electric appliances is widespread only 
in Sweden, Norway, and Denmark, and even in these 
countries the recent international payments difficul- 
ties and internal inflation problems may lead to 
restriction of purchases. West Germany seems still 
to be pushing the export of appliances rather than 
their domestic sales, and in Austria and Finland the 
market remains very thin. 





Volkswagen Ueber Alles 


The number of cars on European highways dou- 
bled in the 1948-54 period, and I was told that if 
the present boom continues, the number will double 
again in another four or five years. Two develop- 
ments have encouraged car ownership: the rise in 
the living standards of “the upper working class” 
whose members seem to be the chief buyers of new 
cars, and installment buying, which has spread like 
wildfire through most of the European countries. This, 
of course, has been another “American influence’. 

The average European, and by that I mean the 
man on the street or the casual acquaintance on a 
train or bus, was always far more ready to discuss 
the advanatges or disadvantages of a particular 
make of car than the current political, let alone the 
economic picture. It would almost seem that for 
the average West German the ownership of a Volks- 
wagen has more meaning than the unification of the 
country. And the Volkswagen is a well-made car, 
tailored to European conditions and selling like hot 
cakes both in Germany and in foreign markets. 

One can, however, perceive serious problems if 


THE MAGAZINE OF WALL STREET 





West« 

an ac 

at the 
the e 

Hitley 
roads 
high-4 
serpe 
and v 
traffic 
heav 

makes 
ardou 
many 
of ecc 
of its 
almos 
mode 
highv 
tion t 


Wi 
huge 
area 

the § 
Rhin 
othe’ 
estal 
ern. 








and 
hing 
1pOs- 
hods 
y in 
ties, 
and 
/ no- 
ries, 
and 
and 


nce 
old- 
een 
has 
ab- 
ing 
ket 
ass 
In 
ted 
ure 
eX- 
yn- 
ip- 
Id 
he 
ng 


nd 
ra 
n- 
er 
ly 
se 
i]- 
to 
1] 
n 
1e 


{- 


= 
n 


9 





Western Europe continues to pour out motor cars at 
an accelerated rate. West Germany alone is aiming 
at the one-million mark within a year or two. With 
the exception of the German “autobahns” built by 
Hitler, and a few modern highways in Sweden, the 
roads in the countries visited are mostly narrow, 
high-crowned and dangerously winding when they 
serpentine over mountains or pass through towns 
and villages. They are certainly not adequate for the 
traffic they are carrying, which in Germany includes 
heavy trucks, often with one or two trailers. This 
makes motoring, especially in Germany, quite haz- 
ardous, and accidents in relations to car numbers are 
many. If Western Europe is really entering a period 
of economic expansion that will accelerate the tempo 
of its economic activities, then one can visualize an 
almost unending construction boom involving the 
modernization of railways, the reconstruction of 
highway systems, and considerable housing construc- 


tion to boot. 


Dynamic Finland and Germany 


West Germany certainly gives the impression of a 
huge, neat, busy ant heap. I did not see the Ruhr 
area on this trip, but as I write this, I can visualize 
the great industrial potential centered in the upper 
Rhine-lower Main valleys: one huge plant after an- 


hard working farmers cultivating every inch of till- 
able soil. If any European country actually builds up 
a better and bigger economy, I am certain it will be 
West Germany. Without booming Germany, all 
neighbouring countries would be worse off. 

It is being said in Europe that the Germans have 
again won the war. This is a vicious quip. While the 
Germans have up to now had a relatively light de- 
fense burden to carry and while American aid un- 
questionably primed the pump and started the 
German economy functioning in 1948, West Ger- 
many today is a monument to the hard work and 
discipline of the German people, and of German la- 
bor in particular. German labor is now demanding 
a larger share of the national pie, but Germany is 
one of the few industrial countries where productiv- 
ity still keeps ahead of wage demands. 

Finland is another dynamic, hard working coun- 
try. I expected downhearted, impoverished people 
and shabby, backward towns. Nothing of the sort. 
Although they had less American aid than any other 
European country—a mere fraction, for example, of 
what we gave to Austria or Greece—the Finns re- 
settled their compatriots from Karelia, which was 
lost to Russia, and provided them with tools and 
land. They have rebuilt the devastated North and 
built up a remarkable assortment of industrial plants 
for people who were basically lumbermen and farm- 
ers. Finland is a country of small family houses 




















































































































other: steel mills, chemical works, and engineering 
establishments of all sorts, many of them ultra mod- (except in Helsinki) rather than of ultra-modern 
ern. I can also visualize prosperous farm houses and Government built (Please turn to page 56) 
Recent Economic Developments In Western Europe 
Industrial Production 10% Above 1954 Prices Rose in Several Countries 
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B, the time the current year has run its 
course, the number of companies listed on the New 
York Stock Exchange which in 1955 have split their 
common shares on a two-for-one or better basis 
probably will set a new postwar year high. 

Since last January to the end of August, 52 Big 
Board stocks have been split. This number is ex- 
clusive of nine or ten companies that in the same 
period split their shares on a three-for-two or five- 
for-four basis, or paid stock dividends of 75 per 
cent or less. Of the total number paying 100 per 
cent or more during the 1955 first eight months, 
28 were on a two-for-one basis; four were two and 
one-half-for-one ; 19 were three-for-one, and one was 
split four-for-one. Sixteen more stock splits by com- 
panies traded on the Exchange are scheduled for 
October and November. When these proposals are 
put into effect, the number of Big Board common 
stock issues split on a two-for-one or better basis 
during the first 11 months will be 68. This is twice 
the total of similar-size stock splits in 1954, and 
only six less than the postwar record year of 1946 
when 74 Big Board common stocks were split, and 


compares with each year of the past decade as 
follows: 


. Soereere 74 aaa 48 
I 30 er 17 
a EE 33 ae 49 
er 35 SE Keke ee 23 
err 34 1955 to date.. 70 


Included in the 1955 total of stock splits that 
have been made effective and those still to be 
carried out or which have been proposed are the 
two-for-one split of the common stock of the 
Chicago, Rock Island and Pacific Railroad and the 
five-for-one split of United States Gypsum Co.’s 
common stock. This latter issue was frequently 
mentioned in these colums as a logical candidate 
for a stock split, specific reference being made to 
it in the April 3, 1954, issue of The Magazine. During 
that month the stock ranged in price from a low 
of 13034 to a high of 145, and by November of 
1954 had moved up to a high for the year of 233. 
Just prior to disclosure of the plan to split its stock 
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By WARD GATES 


on a five-for-one basis made on last September 12, 
Gypsum was selling around 29514, and before the 
day’s trading session had ended the stock sold at 
325, up 2914 points from the previous day’s close. 
Under the proposal, subject to approval by share- 
holders at a special meeting scheduled for December 
28, five shares of $4 par common stock would be 
exchanged for each share of the present $20 par 
common. 

Simultaneously with U. 8S. Gypsum’s stock spuit 
proposal came the disclosure by Chicago, Rock 
Island and Pacific Railroad of its plan to split its 
common stock two-for-one. Rock Island as a pos- 
sible candidate for a stock split was brought to 
our readers’ attention in August, 1954, when the 
stock was selling around 72. Since then it has ad- 
vanced to a recent high of 10134, and currently is 
selling around 97. More detailed reference to this 
stock is made in our “thumb-nail” analysis of the 
road appearing on page 25 of this issue. 

Reynolds Metals, another issue making up our 
list of “15 Potential Stock Splits” presented to 
readers a year ago last August, was also “starred” 
as a stock having room for further appreciation in 
the pre-stock split period. As a matter of fact, con- 
siderable space was devoted to our comments on 
Reynolds Metals at that time with particular refer- 
ence being made to heavy charges on accelerated 
depreciation that kept stated earnings considerably 
below the real figure and the stated policy of the 
company to maintain a conservative cash dividend 
until a substantial repayment of debt had been 
achieved. In this connection we said: “It is also 
possible that if estimated earnings based on recent 
profit ratios and current capacities are realized 
much of this debt can be retired at a rapid rate in 
anticipation of which consideration would be given 
to a split-up of the capital stock***.” 

Immediately subsequent to that article, Reynolds 
Metals advanced from 79 to 125, the latter price 
being reached in December of last year. From this 
level, the stock moved steadily upward to where 
in the early part of last September it sold at 25514, 
adding another 4534 points to this price immedi- 
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ately following the news that the split-up of the 
shares had been approved by stockholders. In other 
words, from 79, the price prevailing in August, 
1954, Reynolds Metals climbed to a September, 1955, 
high of 300, an advance of 221 points per share on 
the old stock over a period of a few days more than 
a year. 

Since publication of our list of “15 Potential Stock 
Splits”, companies making up that list, in addition 
to Rock Island and Reynolds Metals, that have made 
stock splits effective, include: Bendix Aviation 
which split its stock two-for-one in March, 1955; 
Cities Service, two and one-half-for-one, also in 
March of this year; Corning Glass Works, two and 
one-half-for-one last February; Ex-Cell-O Cor- 
poration, two-for-one in April, 1955; B. F. Good- 
rich Co. two-for-one, last January; Sperry Cor- 
poration, later merged with Remington Rand, 
two-for-one in October, 1954; Texas Gulf Sulphur, 
three-for-one last May, and Standard Oil of Indiana 
which last December doubled the holdings of its 
common shareowners by doubling their holdings 
through payment of a stock dividend of 100%. 


Prospects for Further Splits 


It is quite probable that the list of 70 companies 
effecting or proposing stock splits so far this year 
will be increased during the remaining weeks of 
1955. Although it always has been believed that 
stock splits are most likely to be proposed in the 
early months so shareholders could vote on the 
matter at regular annual meetings, there are in- 
creasing signs that stock splitting knows no time 
nor season. Attesting this are the number of com- 
panies proposing split-ups in the final half of this 
year. 


Anticipation of possible stock splits to come is 
arousing increasing speculative interest in issues 
considered to be likely prospects. This in itself is a 
big factor in pushing prices for these stocks to 
higher levels which, so far as the more volatile 
issues are concerned, increases the hazards for the 
investor whose commitments in this class of stock 
have been made for the purpose of realizing specu- 
lative profits on a definite announcement of a stock 
split. In making up the accompanying list of “22 
Potential Stock Splits”, we have endeavored to shun 
the more volatile issues. The list, as it is presented 
here, is made up of stocks that are considered to 
show a greater degree of market stability and which 
should appeal to the more prudent investor. Several 
of the more interesting issues in the list are singled 
out for somewhat detailed comment in the follow- 
ing paragraphs: 


ALLIS-CHALMERS MANUFACTURING CO. — 
Currently priced in the market around 69, the com- 
mon stock of Allis-Chalmers is selling at just over 
10 times 1955 estimated earnings of $6.25 a share. 
At this price and on indicated dividend for the year 
of $4 a share, the yield is approximately 5.7%, an 
attractive return on the stock of a company with 
such an impressive record of growth. Long a factor 
as a producer of agricultural machinery and elec- 
trical power equipment, it has steadily broadened 
its diversification, producing varied equipment for 
the metallurgical, chemical, construction, roadbuild- 
ing and other industries. Growth is reflected in sales 
since 1947 mounting from $211 million to 1953 peak 
of $514 million. Indications are that another new 
high will be established this year, and the longer- 






































22 Candidates For Stock Splits — 1955-1956 
1955 
Estimated Indicated 

Price Range Earnings Div. Per Recent Div. | 

1954-1955 Per Share Share Price Yield | 
ee I TN ao eosicdiiieisictrccnccrindaccs 12234- 72%2 $ 5.50 $ 3.00 112 2.6% 
IN ccnp aaccscvosncannnsssascavasanapinsnicassenesssSiaeecanseains 81Ye- 45% 6.25 4.00 69 5.7 
I I 55s a aca hc ccncdes seas inc eueaRuabutiaeks 114 - 42% 8.75 2.75° 100 2.7 
ER it ena ane cere ee Ras 161/2- 50 18.00 6.75 161 4.1 

| i cs canis rea A ca suatbashaboionieieations 81 - 33% 7.00 3.00 74 4.0 

dri 5 bss hh acasveabiac estas boissaehaden’anenbuess 80 - 33% 6.00 3.00 74 4.0 
IE TN aac sacats usa neccnedaniiccasbia deccbidvacustasves anodes 9034- 52 4.50 2.80 87 3.2 
_RRSER ERE SN RRRISE ct RON CRE A> EE RNP 24924-1042 9.00 6.50 232 2.8 
NI i rt aos veadas tadannchosmabagavidauanioaons 8234- 4634 4.50 2.20 80 2.7 
EERE eRe ero OTT ROT Oe 86%e- 565% 5.30 3.00 83 3.6 
I I  sacsacalebrickvabssnivopeiesaaionanaaaie 1301%4- 68 6.50 3.50 130 2.7 
IS a cass stag hakagdsicasieeh Osoeneaksnedaieton 8412- 40% 8.50 4.50 87 5.1 
EN ECS LAREN ERA TENET 114%2- 55 8.00 3.25 110 2.9 
oo acuchsnhsensas wapisspacssndarosehaeidepabweniie 97 - 61% 5.60 4.25 87 4.8 
I ioc ca saanaisyikeuinc siege ciate wsscaaseiacbauens 553%4- 20% 5.00 2.002 53 3.7 
pk sak pacestvnessicaensruansva tock sesaneuunbucs 84 - 38 4.00 2.50 81 3.0 
Pittsburgh Plate Glass 8634- 52 6.00 2.50 86 2.9 
dacs a vSuish cockSanaace Gosin giassesabon 117'2- 74 8.10 4.25 110 3.8 
RN I oars esanscoinsavcs \anks Sasusikecpichsieeoaees 747%- 551% 4.04! 2.40 70 3.4 
Be Fe Oe ie BRIO cain ec a nicescnincscccncscacivescicnerses 14412- 7134 10.00 5.00 140 3.6 
III piesciicsscusexssnacsnkancsshscsiecunstssssaboninnsiscciantiiine 109%2- 5712 9.50 4.00 110 3.6 
I I i nscnas cas ceddics snepiabacuneasaaeaiséian 964- 43% 7.50 3.75 100 3.7 

1 Actual fiscal report. ° Plus stock. 
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Stocks Split During 1955 — To Date 


























































Rate Price High 
of at Time Price 
Stock of Split For Year Recent 
Split (Adjusted) After Split Price 
Alpha Portland Cement ................ 3-1 37 40 36 
Aluminum Co. of Amer. .............. 2-1 72 8612 86 
Amerada Petroleum ................000 2-1 94%, 105% 98 
Armco Steel 2-1 425% 497% 49 
I I ain ccncccccccccciccisescs 3-1 34 35% 29 
Atlantic Coast Line R.R. ...........0 3-1 50% 5912 46 
Bendix Aviation .............ccceeeeeee 2-1 55% 592 50 
Beneficial Finance Co. ..........:000000 2%2-1 21% 223% 20 
NINN scccvedccassasscssconsicessioensss 3-1 37 48% 44 
Briggs Mfg. 3-1 225% 245% 22 
Bulova Watch 3-1 1 76 73 
CORTE TUREIOE .0...0.ccrcccescocessese 2-1 45 57 52 
iio cia sccesiasoneckane 2%-1 51% 5912 58 
Cleveland Electric Illum. .............. 2-1 33% 41 41 
Columbia Broadcasting Sys. “A”.. 3-1 2934 32 26 
Columbia Broadcasting Sys. “B”.. 3-1 29 31 25 
Copper Range Co. ..... nanan at 48 46 
Corn Products Refining 29% 30% 28 
Corning Glass Works ..... <« am 60 7334 72 
Denver & Rio Grande W. R.R....... 3-1 43% 433 42 
BGO GOI... cnesssecescccscccseasccsecse 2-1 51% 57 56 
Firestone Tire & Rubber ................ 2-1 5812 77% 77 
Florida Power & Light .................. 2-1 3612 40 36 
General Dynamics ................000000 2-1 53 80 57 
General Portland Cement ............ 2-1 43% 57\2 49 
ID Te, ad Re ccs ncc ccs cscesceceess 2-1 60 742 74 
Goodyear Tire & Rubber .............. 2-1 51'2 66% 63 
SE © 2-1 29% 30% 30 
Seer POE Ces. wcscceisccccsscscessccssns 2-1 30% 33% 30 
Kaiser Aluminum & Chem. .......... 3-1 31% 4112 40 
Ne 3-1 23% 25 22 
II isacnscancicesvvseasassan tennis 2-1 51% 66 55 
I MEIOINOE «cc cssasnescccsccosvesneienss 2-1 5438 58 50 
Minn. Honeywell Reg. ............-..... 2-1 56 70 59 
Mississippi River Fuel. .................. 2-1 295% 31% 29 
Monsanto Chemical ...............:0000 3-1 44 525% 48 
National Cash Register ................ 3-1 38 47 39 
National Shares Corp. ..............+ 2-1 2012 21 17 
MINE siccanscastswaxnesanaciasuancncncssabass 2-1 3538 39 34 
Penn-Dixie Cement ...............0000005 3-1 32% 38 35 
RI ici ch ceacachshcusinccsustesdouasaccosans 2-1 39 41'2 39 
IIE sscntssnsecsececcossesacsaceccnccasenes 2¥2-1 37% 41% 38 
I MII sa cpcssvecsscisiacssosicnccece 2-1 19 19% 19 
PIRI UIE ccncserccnsncccessossoecoisesase 2-1 4352 5434 54 
PRIN IIIB 1asc5sicscasessscerccasceseee 5-1 2 60 58 
Texas Gulf Producing ............... 3-1 28 3512 34 
Texas Gulf Sulphur .............. 3-1 401% 447, 41 
U. S. & Foreign Securities 3-1 331% 337% 32 
U. S. Hoffman Machinery 3-1 23 3934 33 
U. S. Steel Corp. ...... ‘ 2-1 427% 6038 60 
West Penn Electric ........ 2-1 27 29% 28 
Western Auto Supply .. a 29 3034 28 
Western Union Telegraph ............ 4-1 2512 287% 23 
| Split effective 9/30. 7 Split effective 9/26. 
Proposed Splits 
Rate of Effective 
Stock Date of 
Split Split 
I AOD oacccsssacscsascssscnsncnsensesceoces 2-1 10/18/55 
American International Corp. .............. 2:1 10/18 
EE SS SEO ee 2-1 10/17 
Chicago R.1. & Pacific RR... 2-1 1 
RM RINNE, os csscccacsesssseconcasnsasnececnsenaes 3-1 1 
MIN IIE ain nsscvssscncorsonciccessensscereres 3-1 11/7 
oi cavixspmcnsceesasecoumasaabieihensonas 2-1 10/4 
IIE. cchccascinntwvedssenesnaniesaeensensgecasbotee 2-1 10/5 
INES. Siascirexehanceabsacnscecsiesssennatuste> 2-1 11/4 
RE NNN <i cccasscacesankausisevesasscets 2-1 10/4 
Owens Illinois Glass ... 2-1 10/18 
Texas Utilities ............. 2-1 1 
Wy Si I nee sects. 5-1 1 
U. S. Pipe & Foundry 4-1 10/10 








1'To be determined. 
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term outlook under a growing national economy is 
for a further uptrend, aided by the company’s par- 
ticipation in the designing and manufacturing of 
atomic equipment. Within the postwar period more 





$81 million. The sound finances of the company are 
depicted in end-of-the-year figures as of December 
81, 1954, including cash of more than $59 million 
and net working capital of $263.7 million which was 
more than 214 times that shown at the close of 1947. 


GENERAL FOODS CORP. — Recent decision of 
directors to call the $3.50 Cumulative Preferred 
Stock for redemption on October 31, may prove to 
be the first step toward consideration being given 
to some adjustment in the company’s common share 
capitalization. A degree of credence is given to this 
possibility inasmuch as, in calling the preferred for 
redemption, it was stated that payments would be 
made from accumulated cash and that no new fi- 
nancing was being contemplated at this time. With 
the preferred out of the way, the only capital stock | 
will be approximately 5,859,444 common shares on | 
which earnings in the fiscal year ended last March | 
31 amounted to $5.29 a share. This established a | 

} 


than $200 million has been expended for new plants 
and improvements, part of the financing of this 
program being through retained earnings which in 
the eight years since 1947 amounted to more than 


new record high, reflecting the steady growth of 
the company whose gross sales in each year of the | 
last decade have been progressively higher, increas- | 


ing from $295.8 million for fiscal 1945, to $886.3 | 


million for the year ended March 31, 1955. Over this 


same period, General Foods, while increasing divi- | 


dends from $1.60 to $2.90 a share annually (again 


increased to $3.00 in the current fiscal year) earn- | 


ings retained for plowing back into the business to- | 


taled $102.7 million, and working capital has more 
than doubled, increasing from a little more than 
$93 million at 1945 fiscal year-end, to $195.5 million 
as of last March 31. Contributing to this growth 
has been the launching of new and profitable prod- 
ucts in line with its expansion policy that is con- 
tinuing, especially in “convenience”? foods such as 
“ready-to-heat-and-serve” quick-frozen fish sticks, 
meat and chicken pies, as well as other frozen food 
products, packaged and sold under its well estab- 
lished Birds Eye brand. The long-term outlook is 
for continuing rising sales and earnings for the 
common stock which ranks as an investment qual- 
ity issue. 


EASTMAN KODAK CO.—Although holders of 
Eastman Kodak common stock have been the re- 
cipients in recent years of stock dividends of 5%, 
there has been persistent belief that directors even- 
tually would propose a stock split-up on a basis of 
at least two-for one. Supporting this expectation is 
the great growth in earning power, the substantial 
increase in net worth, and the large sums that have 
been expended in the last decade for additions and 
improvements. Last year, almost $50 million went 
into its plant improvement and expansion program, 
bringing the total amount of expenditures for these 
purposes since 1945 to approximately $344 million. 
This entire sum was drawn from company funds on 
a “pay-as-you-go” basis as a result of which East- 
man Kodak remains free of debt. Sales last year, 
including photographic products, cellulose acetate 
yarns, staple fibers, (Please turn to page 46) 
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2 Rails with 
Expanding Earnings 


y the rail group, as a whole, has ac- 
quired the reputation of being comparatively lag- 
gard as against the ebullient industrials, leaders in 
this group have nevertheless given a good account 
of themselves marketwise. However, a number of 
the more prominent among these stocks apparently 
have not sufficiently reflected their striking gains 
in earnings, and it is in this group that worthwhile 
opportunities for investment can be found though 
they are necessarily more restricted than they were 
a year or two ago, in view of their rise. 

In this series of “thumb-nail”’ sketches, we have 
selected five rail stocks which command especial at- 
tention because (1) of their steady progress with 
respect to increase in efficiency in operations in re- 
cent years (2) their location in regions which are 
expanding rapidly, owing to population influx and 
the development of new industries and (3) concrete 
reflection of these favorable conditions in earnings 
and dividends. 

While these five stocks have risen substantially, 
in some cases, we believe that they have by no 
means exhausted their potentials, though purchases 
at current prices should be hedged through the use 
of available cash reserves with which to make addi- 
tional prices on a scale-down plan when the market 
permits. 

Of the five stocks, Rock Island has just proposed 
a 2-for-1 stock split, and when the issue settles down 
after the split would be worthy of consideration. 
Southern Pacific is in an exceptional position owing 
to striking potentials of the regions it traverses. 
Louisville & Nashville is a sound investment and 
still has market appeal. Great Northern also seems 
somewhat behind the market and Gulf, Mobile & 
Ohio appears destined to flourish with the con- 
tinued growth of Chicago-Gulf ports region. 

Pertinent data and comments on each stock ac- 
company this presentation. 

(Note: A comprehensive review of the railroad 
situation, with special coverage of the wage-rate 
problem, will appear in the October 29 issue.) 
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CHICAGO, ROCK ISLAND AND PACIFIC RAILROAD 


AREA SERVED: Directly operated lines of about 8,000 miles comprise a 
system extending into or traversing 14 states west of Chicago and from 
the Twin Cities of Minnesota to Galveston, Tex. Territory embraces vast 
grain belts and rapidly growing industrial complex. 

OUTLOOK: Traffic trends indicate an increase in earnings to about $11 a 
common share from the adjusted figure of $8.82 reported for last year. 
Just about every commodity handled by Rock Island shows promise of 
traffic improvement. Its August loadings were up from the year-ago 
month by better than 10%. Gross revenue and earnings for the last half 
of 1955 are expected to top the first-half showing. For the seven months 
to July 31 net totaled $9.2 million, equal to $5.84 per common share, 
based on the 1,438,778 average number of common shares outstanding 
during the period. This compares with net of $9.1 million, equal to $5.13 
a common share, for the first seven months of 1954. Preferred shares of 
Rock Island were called for redemption in May of this year. Despite sec- 
ond-quarter slump in loadings, caused by a poor wheat crop in South- 
west, first-half loadings were 2.6% higher than in the like 1954 period. 
June carloadings of wheat declined 38% from year-ago level. While this 
decline adversely affected net and gross for the first half, net was still 
2.3% higher than like 1954 period and gross slipped less than 1%. For 
first seven months carloadings were up nearly 3% from the 1954 period. 
Directors in September voted a 2-for-1 split of common, subject to ap- 
proval of I. C. C. and stockholders. 

DIVIDENDS: Present common receives $1.25 quarterly. If conditions re- 
main “substantially the same,” payments on the new stock would be at 
the rate of 672 cents quarterly. This would be equal to $1.35 on the 
present shares, which would be split in January. 


MARKET ACTION: Recent price of 93 compares with a 1954-55 range of 








High—101%, Low—59. At current price yield is 5.4% based on the $5 
dividend. 
COMPARATIVE BALANCE SHEET ITEMS 
1948 1954 Change 
(000 omitted) 

ASSETS 
Cash & Marketable Securities - . $ 50,459 $ 32,408 —S$ 18,051 
Receivables, Net -_.......-_-- _ a 9,139 11,435 t 2,296 
Materials & Supplies -___-- slat 15,516 13,590 — 1,926 
Other Current Assets . 205 181 — 024 
TOTAL CURRENT ASSETS __..-- 75,319 57,614 — 17,705 
Road & Equipment -- caieecading tae 570,868 645,640 74,772 
Acquisition, Adjt. & Grants ______- ..(CR)115,602 (CR)113,803 — 41,799 
Accrued Deprec. & Amort. a (CR)141,830 (CR)143,915 + 2,085 
Investments & Funds __._____-_- Konhsiieeueds 17,085 17,282 + 197 
a stieehatii 5,285 * 8,093 + 2,808 
ln ie ek a nl nachinmairen $411,125 $470,911 +$ 59,786 
LIABILITIES 
TOTAL CURRENT LIABILITIES - $ 45,853 $ 31,645 —S$ 14,208 
Other Liabilities -.........__- 659 1,372 + 713 
Unadjusted Credits 4,893 15,288 + 10,395 
Long Term Debt __......._____- 77,142 97,330 + 20,188 
I a ao caiieiels cae dsloprenieidn tnlbeisnleeiions 538 64,690 — 5,848 
SE ID sicsecditenessinshimiesntusetinigalipmcbiniiiriess 140,935 140,874 — 061 
a i ta tat late blac 71,105 119,712 + 48,607 
ED 086 co ndeahndwadincinees $411,125 $470,911 +$ 59,786 
..  . . eae $ 29,466 $ 25,969 —$ 3,497 
a EE eee 1.6 1.8 + z 
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GREAT NORTHERN RAILWAY 


AREA SERVED: From Duluth and the Twin Cities, the Great Northern 
traverses North Dakota, Montana and Washington, reaching Vancouver, 
B. C., Seattle and Tacoma, and other points in Washington State, as well 
as Portland and other Oregon cities. Jointly with Northern Pacific, it 
controls Chicago, Burlington & Quincy, whose lines give it entry into 
Chicago and access to Kansas City, Omaha, St. Louis, Denver, New Or- 
leans and other important points. 
OUTLOOK: The Northwest area of the country, served by Great Northern, 
is witnessing a major surge in the development of mines, oilfields, water 
power, timber tracts, agriculture and shipping along with substantial 
industrial development. This situation has contributed importantly to the 
road’s already well-diversified traffic, including iron ore, oil from the 
Williston Basin, farm producst and a miscellany of industrial items. 
A high rate of steel output and construction has benefited the road this 
year. Lumber and veneer, incidentally, was second only to grain in the 
freight revenue it produced last year. Over-all improvement is reflected 
in net earnings which rose, for the seven months to July 31, to $13.8 
million, equal to $2.27 on each of the 6,069,743 shares outstanding. 
This compares with net of $9.7 million, or $1.61 a share on the 6,038,024 
shares outstanding at the close of July 31, 1954. The earnings improve- 
is due, in large measure, to an intense program of dieselization, modern- 
ization of facilities and elimination of unprofitable branch and mainline 
local passenger trains, to cite but a few of the economies effected. The 
program has been carried into 1955, covering construction of a modern 
car-retarder freight classification yard at Minot, N. D. and acquisition of 
new boxcars and passenger trains. Net for 1955 is certain to pass the 
$25.4 million attained last year, but may not quite reach the $29.9 mil- 
lion of 1953. Long-range outlook is increasingly favorable. 
DIV{DENDS: The quarterly dividend rate was raised with the September 
payment to 62% cents from 55 cents. 
MARKET ACTION: Recent price of 44 compares with 1954-55 range of 
High—44'2, Low—27. At current price yield is 5.7%. 
December 31 
1945 





1954 Change 
(000 omitted) 

ASSETS 
Cash & Marketable Securities -_.......__- $ 49,579 $ 55,763 +$ 6,184 
Receivables, Net - aaheeibi al, on 24,476 17,179 — 7,297 
Materials & Supplies --__.-._- iia aniaainiat 19,337 28,673 + 9,336 
ee GN WONOOD n,n ncccccccesaccucs 188 556 + 368 
TOTAL CURRENT ASSETS .................. 93,580 102,171 + 8,591 
Road & Equipment -...............---.---- 636,335 810,243 + 173,908 
Acquisition, Adjt. & Grants -..-....-.-- (CR) 9,953 (CR) 9,856 _ 097 
Accrued Deprec. & Amort. -...-..-..---- (CR)136,473 (CR)192,308 + 55,835 
PND: GTI oc cnnnic cc ennnenccen 181,149 183,427 + 2,278 
I ik ics nen anereniownein pele 20,226 20,584 + 358 
a Sar le eas amined $784,864 $914,261 + $129,397 
LIABILITIES 
TOTAL CURRENT LIABILITIES ___...._._-- $ 42,792 $ 43,649 +$ 857 
6d. vac canocsimaasansivenke 195 — 214 
Unadjusted Credits 8,665 — 5,229 
ON een 274,351 + 25,997 
Common Stock ___..._.- Sees ee sahil 266,857 — 5,982 
TS GEE OEE ee 320,544 + 113,9 
TOTAL LIABILITIES -__- $914,261 + $129,397 
WORKING CAPITAL -- $ 58,522 +$ 7,734 
eer 2.2 2.3 + J 
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GULF, MOBILE & OHIO RAILROAD 
AREA SERVED: G. M. & O.’s 2,757 miles of main track extends from 
Chicago and Kansas City southward St. Louis to the Gulf ports of New 
Orleans and Mobile. Its lines also serve such important centers as Mem- 
phis, Tenn., and Montgomery and Birmingham, Alabama. 
OUTLOOK: An outstanding development in the Gulf, Mobile & Ohio his- 
tory is the rapid development of the road's territory in the postwar 
years with the influx of diversified industrial plants, while agricultural 
and forest products continue to provide substantial freight traffic and 
revenues. In the last five years approximately 410 manufacturing plants 
and warehouses have located along the company’s lines. These additions 
helped to continue the greater diversification of freight tonnage demon- 
strated by the fact that there were 23 different commodities handled by 
G. M. & O., which grossed at least $1 million last year. Growing im- 
portance of the ports of New Orleans and Mobile is also aiding in the 
gains in freight traffic, particularly iron ore from Venezuela destined for 
the Birmingham steel district. Although iron ore movements did not start 
until April, last year, tonnage hauled accounted for about $700,000 in 
freight revenues and volume this year is expected to account for $1% 
million in revenues. Through capital expenditures of about $77 million 
the road is now completely dieselized and both roadbed and signalizing 
facilities modernized, yards enlarged and entire equipment fleet added 
to and maintained at a highly efficient level. This is reflected in 1954 
transportation ratio of 30.8% and net earnings for the common stock, 
despite the drop in operating revenues in keeping with the letdown in 
the general economy, equal to $5.09 a share compared with $7.07 a 
share in 1953. On the basis of first 7 months of the current year net 
income is expected to recover to about $6.50 a share. 
DIVIDENDS: Dividend policy has been conservative, current payments 
being 50-cents quarterly. With need for capital expenditures tapering 
and earnings at a high level, a more liberal payout is possible. 
MARKET RANGE: Recent price of 40’, compares with 1954-1955 price 
range of High—44'%2, Low—267%. At current price, the yield is 4.9%. 

COMPARATIVE BALANCE SHEET ITEMS 

December 31 
945 


1954 Change 
(000 omitted) 

ASSETS 
Cash & Marketable Securities _......____- $ 12,863 $ 26,425 +$ 13,562 
Receivables, Net _.._-____- Re eiienakes 4,083 8,241 + 4,158 
Meterials & Supplies _....................- 2,761 5,191 + 2,430 
Gther Current Assets ...................... 090 325 + 235 
TOTAL CURRENT ASSETS ___.--.__..____- . 19,797 40,182 + 20,385 
ee 77,870 236,297 + 158,427 
Acquisition, Adjt. & Grants _.._.___.______ (CR) 4,282 (CR) 56,333 + 52,051 
Deprec. & Amort. _._...--...__- mk Seen (CR) 13,632 (CR) 53,782 + 40,150 
Investments & Funds ____----...-__.___.__- 5,415 9,421 + 4,006 
ER a a aa 2,047 1,879 — 168 
I iat a ao astetadina adios $ 87,215 $177,664 +$ 90,449 
LIABILITIES 
TOTAL CURRENT LIABILITIES ________. : 9,564 23,330 + 13,766 
 - “Sa aaa reaise 069 050 _ 019 
mumeueen Greets ........................ 2,950 4,636 + 1,686 
i oe . 29,840 72,887 + 43,047 
Preferred Steck ....................- 28,442 28,344 _ 098 
i a rigs omnacens 8,266 18,102 + 9,836 
a rk mccain 8,084 30,315 + 22,231 
Pores, READINESS ........................ $ 87,215 $177,664 +$ 90,449 
aa $ 10,233 $ 16,852 +$ 6,619 
oo ee eee 2.0 1.7 — 3 
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LOUISVILLE & NASHVILLE RAILROAD CO. 
AREA SERVED: Road operates, either through direct trackage ownership, 
or through affiliation, in the enormously productive region spreading 
from St. Louis-Louisville-Cincinnati on the West to Atlanta-Knoxville on the 
East and the Pensacola-New Orleans sector on the South. It also serves 
the extremely important Birmingham steel area. 
OUTLOOK: This road has been among the foremost in modernizing its 
physical plant and in adopting new and highly efficient operating pro- 
cedures. Among the most significant developments have been: almost 
complete dieselization; improved centralized traffic control; impressive 
maintenance of roadway and efficient utilization of shop machinery. 
In addition to maintaining its physical plant at the highest degree of effi- 
ciency, the road has also added substantially to its modern fleet of 
freight cars. While coal still remains the principal commodity carried, ex- 
pansion of the South’s rapidly growing industrial empire is serving to 
importantly diversify sources of revenue. Many new plants are being 
located at or adjacent to L. & N. right-of-way. Merger of the Nashville, 
Chattanooga & St. Louis Ry. into L. & N. is expected to have a substantial 
effect, since single management and control for both roads will tend to 
bring about important operating savings. The company was set back 
earlier this year by a protracted strike but these effects have by now 
been absorbed. Earnings this year are estimated at $9 a share, com- 
pared with $8.09 in 1954, when they were affected by the 1953-54 re- 
cession. In 1953, earnings were $13.10 a share, which probably more 
nearly represents real earning power under favorable conditions. Since 
the road serves a vigorously growing region, such earnnigs potentials 
seem attainable in a comparatively early period. 
DIVIDENDS: The stock is on a $5 annual dividend basis, having been 
raised from $4.50 rate in 1952 and a $4 rate in 1951. In 1945, the 
stock was split 2-for-1. Atlantic Coast Line, which owns 35% of L. & N. 
stock, split its stock 3-for-1 earlier this year. In view of the close affilia- 
tion, it would not be surprising if L. & N. followed suit with another 
stock split. 
MARKET ACTION: Recent price of 902 compares with a 1954-55 price 
range of High—90'%2, Low—59%. Though the stock has had a substan- 
tial advance, there is still room for long-term appreciation. At current 
prices, the yield is 5.5%. 
COMPARATIVE BALANCE SHEET ITEMS 
December 31 
1945 


1954 Change 
(000 omitted) 

ASSETS 
Cash & Marketable Securities __ .-- $ 53,338 $ 45,826 —$ 7,512 
Receivables, Net pe icekieae = 30,635 1,71 — 935 
Materials & Supplies -......__......-..---- 12,462 15,406 2,944 
Other Assets ne 2,511 1,602 _ 909 
TOTAL CURRENT ASSETS ____- 98,94 84,534 — 14,412 
Road & Equipment ‘ .... 488,792 672,038 183,246 
Donations & Grants _..____._..._--- ...(CR) 4,061 (CR) 4,539 47; 
SY ee sees (CR)145,004 (CR)172,700 27,696 
Investments & Funds eee eek 29,490 41,329 11,839 
Other Assets 4,721 7,741 3,020 
TOTAL ASSETS . $472,884 $628,403 $155,519 
LIABILITIES 
TOTAL CURRENT LIABILITIES $ 50,474 $ 22,393 —S$ 28,081 
SS eee . 989 692 _ 297 
Unadjusted Credits -_...........-_-- 11,773 7,783 — 3,990 
SS ee 176,090 274,934 98,844 
i RE a ee eneen eee 117,012 8 =—t—és tm 
| Nib. 116,546 205,589 + 89,043 
Ne iin c a eaiintinmdonencan mune $472,884 $628,403 + $155,519 
ww. JU $ 48,472 $ 62,14 +$ 13,669 
ene 1.9 3.8 } 1.9 
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SOUTHERN PACIFIC CO. 
AREA SERVED: Second largest of nation’s carriers; most important of 
Pacific Coast routes; main transportation artery of Gulf Coast east to 
New Orleans; has important transcontinental connections and, also, 
access to Mississippi River gateways. 
OUTLOOK: The principal revenues of this road are derived from Cali- 
fornia and Texas, whose rail transportation it dominates. The dynamic 
growth of the Pacific Coast in the post-war period and the enormous 
expansion of industrial activity in Texas have greatly widened the hori- 
zon for Southern Pacific. The company is unique among rails in that it 
conducts a complete surface transportation system, including trucking 
facilities. Use of trailer-flatcar equipment is successfully recapturing traffic 
from competing highway systems. A more than $400 million investment 
in capital assets in the past five years produced gains in modernization 
of practically all types of facilities, including substantial dieselization. 
While revenues from extensive land holdings are not large, relatively 
speaking, the potentials in these holdings, particularly those operated or 
leased as oil properties and those held in reserve, are an important 
adjunct to long-term ecrnings. With a 53% increase in the population of 
the 8 states served in the post-war period and rapid industrialization 
of new regions in the West served by the road, the longer-term outlook 
is very favorable. Earnings last year were much more stable, compared 
with the previous year, than was true of most roads. This was a satis- 
factory performance in a year which started rather poorly for business, 
as a whole. Earnings in 1954, after funds, were $5.34 a share, com- 
pared with $6.85 a share in 1953. Estimated earnings for 1955 are 
close to $7 a share. 
DIVIDENDS: Payments are at the rate of $3 a share annually. Favored 
by a strong cash position and substantially higher earnings, a higher 
dividend rate could be supported. 
MARKET ACTION: Recent price of 62, compares with 1954-55 price range 
of High—65%, Low—51. At current prices with a yield of approximately 
5%, the stock seems undervalued in comparison with similar grade rails. 


COMPARATIVE BALANCE SHEET ITEMS 
December 31 
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1945 1954 Change 
(000 omitted) 

ASSETS 
Cash & Marketable Securities $141,816 $125,728 —S$ 16,088 
a eee 84,195 54,517 — 29,678 
Materials & Supplies 32,713 33,799 — 9,914 
Other Current Assets 1,045 687 a 358 
TOTAL CURRENT ASSETS - 259,769 203,731 — 56,038 
Road & Equipment __.__._______- 1,518,431 1,974,967 456,536 
Donations & Grants (CR) 20,047 (CR) 41,425 21,378 
Deprec. & Amort. (CR)271,075 (CR)362,214 91,139 
Investments & Funds 283,701 265,070 — 18,631 
Reserve for Adit. Securities .(CR)139,350 (CR) 91,234 — 48,116 
Other Assets 7 54,513 36,817 — 17,696 
TOTAL ASSETS $1,685,942 $1,985,712 + $299,770 
LIABILITIES 
TOTAL CURRENT LIABILITIES $147,555 $102,826 —S$ 44,729 
Other Liabilities 57,556 73,643 16,087 
Unadjusted Credits 59,448 43,385 — 16,063 
Long Term Debt 534,485 603,803 + 69,318 
Common Stock 383,583 424,875 41,292 
Surplus i 503,315 737,180 233,865 
TOTAL LIABILITIES $1,685,942 $1,985,712 + $299,770 
WORKING CAPITAL . $112,214 $100,905 —S$ 11,309 
CURRENT RATIO - 17 2.0 3 
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Stocks with lower earnings 


By J. C. CLIFFORD 


White stockholders feel cheerful about the rise 
in corporate earnings this year, it is a fact that a 
number of companies either have actually fallen 
behind in their profits, as compared with recent 
years, or have failed to increase them. In either 
case, it is a depressant influence on stockholders. 
Naturally, when companies turn in a relatively 
negative performance in a period of general pros- 
perity, it is a matter of concern to the holders of 
the securities. Furthermore, since the ability to 
maintain dividends may become impaired through 
lower earnings when a definite trend in this direc- 
tion has been established, stockholders are faced 
with a possible loss of income. It goes without say- 
ing, of course, that in such instances or where earn- 
ings have not been able to rise out of a rut, increases 
in dividends are not to be expected. For this, the 
investor must look to more successful companies. 
Under these circumstances, investors who may be 
holding securities thus affected find it necessary to 
review their portfolio holdings with a view to re- 
placement. 

While a decline in earnings in a period of general 
activity in business or inability on the part of com- 
panies to raise profits to satisfactory levels, is gen- 
erally a sign that the stocks thus affected are likely 
to remain in an unproductive stage marketwise for 
a considerable period marketwise, it by no means 
follows that each and every such instance is to be 
regarded as an infallible signal of investment un- 
worthiness. Some companies, due to special circum- 
stances related to unexpectedly heavy expenditures 
for improvements and additions, or which have the 
bad luck to experience a prolonged strike, may en- 
counter an earnings snag temporarily but these are 
likely to rebound when problems have been solved. 

On the other hand, a generally downward tend- 





ency in earnings over a prolonged period, particu- 
larly when other companies in the same industry 
are showing up well in the profit column, is signifi- 
cant and should be taken seriously by investors. 
For such a performance indicates internal weak- 
ness, either as to the quality of the management, 
the financial position, or the competitive position 
of the company which may indicate that its rivals 
are outdistancing it, both in sales and profits. 

We make this point because it is obvious that 
stocks representing companies in a dubious funda- 
mental position have little claim to merit from either 
the investment or speculative standpoint. If a sub- 
stantial portion of an investor’s funds should happen 
to be tied up in such issues, especially in a rising 
stock market, the loss may be appreciable in both 
time and money. In any case, opportunities in 
better situated stocks will have largely been for- 
feited. 

In the accompanying table, we have listed a num- 
ber of stocks where earnings either have not been 
outstanding in this year of prosperity or which 
have as yet failed to reverse a down-trend, estab- 
lished for several years or more. Inclusion of a stock 
in this list does not necessarily signify an unfavor- 
able opinion of its future. In fact, several desirable 
issues, such as Westinghouse Electric, as an invest- 
ment, and Rheem Manufacturing as a speculation, 
are found in the list as examples of sound companies 
which have had a temporary setback in earnings. 
Both companies are expected shortly to recover in 
earnings and, no doubt, their normal position as 
worthwhile issues restored in the public estimation. 

On the other hand, this list includes some com- 
panies which have had a poor record in recent years 
and which apparently give no sign of change for the 
better. According to this record, it would seem 
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that funds could be invested elsewhere to better In a prolonged rising market, stocks whose earn- 
advantage. ings trend is unsatisfactory are generally neglected 
Aside from the specific information afforded in in favor of those with a sharp incline to their 
the table, this survey may be of some value in profits. This direct relationship between earnings 
illustrating for investors the necessity of keeping trend and market action should not be ignored. 
close watch on their companies’ earnings trend. For the guidance and convenience of our readers, 
This is important not only as a guide to future in addition to statistical data, we have included 
dividend action, but as an indication of market brief, though pertinent, comment on each stock. 
potentials. —END 











Stocks With Lower Earnings 











1954 
Earnings Div Ist Half Earnings Indicated 
Per Per Per Share Div. Price Range Recent Div 
Share Share 1954 1955 1955 1954-1955 Price ‘Yield COMMENTS 
Admiral Corp. .......ccccssesssesssee- $2.78 $1.00 $1.09 $ .82 $1.00  30%-18% 23 4.3% ADMIRAL CORP.: Sales declined 12% in. first 


half 1955, partly reflecting cut in military 
production. Despite severe competition, com- 
pany raised television prices to meet higher 
costs. 1955 earnings should approximate $2.25 
vs. $2.78 per share in 1954. Substantial im- 
provement not in sight. 


Be a as sce cctsinscncccccsss 4.01 1.45 2.03 1.01 1.60 3358-1452 28 5.7 BLISS (E. W.) CO.: Completion of contracts, 
shifting production, starting-up plant costs 
and other non-recurring expenses adversely 
affected first half earnings. Full year profits | 
may decline to $2.50-$3.00 per share. Divi 
dends can be maintained at $.40 quarterly. } 

Crown Cork & Seal ................ 72 A5 61 48 20° = 1912-11 18) «OT CROWN CORK & SEAL: Profit margins have 
deteriorated because of the unprofitable can 
division. Reorganization of plants and opera- 
tions should reverse earnings downtrend in 
recent years but will take time. Dividends 
omitted in first half. Early resumption not 





likely. 
Foster Wheeler Corp. ............ 6.16 .70 4.24 1.53 1.60 50 -19 34 4.7 FOSTER WHEELER: With keen competition and 
\) heavy overhead costs, first half billings de 


clined 56%. Earnings dropped from $4.24 to 
$1.53 per share in this period indicating a 
sizable decline for the full year, from $6.16 
of 1954. Erratic earnings should not prevent 
continuation of 40¢ dividend. 

General Precision Equipment 5.54 1.90 3.37 1.95 2.40 7112-25 45 5.3 GENERAL PRECISION EQUIPMENT: Decline in 
first 6 months largely due to lower profit 
margins and substantial reduction in volume, | 
especially in motion picture division. Also | 





certain plants were operating below sufficient 
capacity. However, additional contracts now 
received expected to improve operations in 
second half. Company has good long-term 
— y outlook. | 
Monarch Machine Tool ........ . 3.16 1.50 2.37. (d) .68 1.20 27-1634 21 5.7. MONARCH MACHINE TOOL: Involved in a | 
10 week strike, causing largest 6 months loss | 
in its history, shipments declined over 75% | 
in first half 1955. Incoming business, how- | 
ever, continued at active pace with backlog 
at a high level. $.30 quarterly dividend prob- 
— - ably will not be disturbed. 
Rheem Mfg. Co..... .........0000.- 3.67 2.30 2.03 1.89 2.40 4534-2558 36 6.6 RHEEM MANUFACTURING: Declining military 
business, which recently amounted to 40% | 
of total volume largely responsible for 10% | 
drop in 6 months sales. With emphasis on 
commercial products which increased $10.4 
million in the same period, favorable long 
term prospects are indicated. | 
Safeway Stores ..................00. 3.47 2.40 1.71 1.29 2.40 4914-3814 47 $.3 SAFEWAY STORES: Despite record sales, nar- | 
rower margins prevailed in first half, reflect- } 
ing the competitive price battie, a month 
strike in N. Y. area, trading stamp rivalry 
and a mark-down of coffee inventories. A 
better trend should develop and dividends | 
continue at 60¢ quarterly. | 


MINN ciisscs basarasnsnncdinescotades 2.84 75 1.43 1.13 1.00 5912-1812 50 2.0 TRANE CO.: Manufacturer of air condition- 
ing and heating equipment. Largely because 
of generally unfavorable trade conditions, in- 
ventory problems and severe competition, first 
half earnings declined 22% on slightly in- 
creased sales. Immediate earnings recovery | 
uncertain. | 

Wesson Oil & Snowdrift........ 4.79 2.40 3.032 1.792 1.40 4312-2416 38 3.7 WESSON OIL & SNOWDRIFT: Leading pro- | 
ducer of cottonseed oil, affected during first | 
6 months by volatility of vegetable oil prices, | 
and aggravated by reluctance of buyers. | 
Volume dropped 6% and protits 40%. More | 
stability through recent diversification in by- 
products. Last ‘year’s extra not likely to be 


repeated. 
Westinghouse Electric ............ 5.06 2.50 2.75 1.73 2.50 83%-50% 65 3.8 WESTINGHOUSE ELECTRIC: Lower billings and | 
new facility expenses instrumental in most | 


of 6 months dip in earnings. Other prob- | 
lems and full effects of price competition may 
retard company’s profit recovery until early 
1956. This temporary setback does not ob- 
scure company’s impressive long-term outlook. 


























(d) Deficit. 29 months ended May 28. 
136 weeks ended May 7. > Paid thus far this year. 
A 
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STEADY | EXPANSION 
IN PLYWOOD INDUSTRY 


By JOHN D. C. WELDON 


Mos investors, if they have thought about 
plywood at all, have regarded it as an inexpensive 
material to finish off the attic for Junior or as a 
decorative material for the living-room fireplace. 
And they can hardly be blamed, for plywood, al- 
though it now is marking its golden anniversary, 
has come in the past 15 years from a piddling busi- 
ness to its present-day billion-dollar stature. Few 
industries, if any, have moved so far, so fast. The 
momentum, lacking in the first 35 years of its exist- 
ence as an industry in this country, was provided 
by the shortages of lumber in World War II and the 
building boom that emerged in the post-war decade. 

Plywood, to be sure, was in existence before 1905 
and even before the discovery of America. Arche- 
ologists have turned up traces of laminated wood 
in the tombs of the Egyptian Pharaohs. The Chinese 
“shaved” wood and glued it together a thousand 
years ago and used this to make such items as fur- 
niture. The French worked wood on the general 
principle of plywood 200 years ago. And the Rus- 
sians can (and have) claim to have made plywood 
before the Americans. The first patent involving 
plywood, issued around the end of the War between 
the States, describes the development thusly: “The 
invention consists in cementing or otherwise fasten- 
ing together a number of these scales or sheets, with 
the grain of the successive pieces, or some of them, 
running crosswise or diversely from that of the 
others...” 

Growth of plywood as an industry in this country, 


30 


however, dates from 1905, when the Lewis & Clark 
Centennial Fair at Portland, Ore., gave enterprising 
Westerners their first chance to show off Douglas 
fir plywood (many still call it Oregon pine) to hun- 
dreds of thousands of visitors. Its progress, acceler- 
ated by war shortages and a building boom, is high- 
lighted by these sample statistics: U. S. Plywood, 
giant of the industry, now does an annual volume 
of $200 million, against a mere $6.5 million in pre- 
war 1940, Atlas Plywood has burgeoned to $40 mil- 
lion from a “handle” of less than $5 million over 
the same span and Georgia-Pacific Plywood has 
soared to around an $85 million annual pace from 
little more than $2 million. 


Expanding Use of Product 


The golden jubilee of the industry should also 
serve as a timely reminder to investors that not all 
of the intervening years have been golden. In the 
period preceding World War I, the industry was 
an adjunct to door manufacture (which continues 
to be a substantial business), moved into aircraft 
in that war and went on from there to make the first 
fumbling attempts at broad commercial application. 
Automotive manufacturers used plywood for run- 
ning boards and floor boards. Other markets de- 
veloped in such varied industries as railway rolling 
stock, building and boating. During World War II, 
plywood plants turned out many items not avail- 
able from any other source. These included plywood 
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tubing, molded plywood for PT boats, molded air- 
plane parts and many other plywood items. 

In the building boom that developed in post-war 
years, plywood became a strong competitor of lum- 
ber and continues to gain, although lumber, of 
course, still gets the lion’s share of the business. 
But a measure of plywood’s progress may be gathered 
from the fact that production is up about threefold 
in the last decade, compared with a rise of only 
22% for lumber. For the first five months of this 
year, total lumber shipments were but 6% ahead of 
1954, while production of fir plywood was up 21%. 
Price-cutting in plywood, to cite another factor, has 
narrowed the differential with lumber and as this 
gap narrows, plywood’s competitive position im- 
proves. 

Investors seeking a stake in this rapidly mush- 
rooming business should realize that many of the 
companies that are factors in the field do not derive 
the bulk of their revenues from plywood, while 
many of the companies that are plywood giants have 
other interests that are considerable. Thus, U. S. 
Plywood, kingpin of the industry, markets the 
decorative Micarta, laminated plastic for table tops, 
work surfaces, bars and walls. Indeed, sales of soft 
and hardwood plywood constitute but 55% to 60% 
of its sales, with the balance highly diversified. 


Softwood and Hardwood 


Plywood is a term used to describe combinations 
of thin sheets of wood bonded by a variety of ad- 
hesive agents, with the grain direction of each ply at 
right angles to that of the adjacent one. This con- 
struction provides increased strength by overcoming 
the inherent tendency of lumber to expand to a 
greater extent across the grain than with it. It 
also makes possible the manufacture of panels of 
large size. Plywood is made of softwoods and hard- 
woods. 

Most softwood plywood is made from wood native 
to the area where plywood is produced. Douglas fir, 
which abounds along the western slope of the Cas- 
cade Mountains in the Pacific Northwest, is the 
principal source of softwood plywood, accounting 


spruce, cedar, pine and hemlock also are employed. 
Douglas fir plywood is known as the workhorse of 
the industry, in demand for low-cost construction 
and other situations where price is a major factor. 
Hardwood plywood is a much older product, but as 
an industry the growth of the over-all field dates 
from the emergence of softwood at the Oregon fair 
of 1905. Hardwood (it could be mahogany, walnut, 
oak and the like) is used where beauty of product 
is paramount and cost a smaller consideration. In 
addition, there are the specialties, such as pre- 
finished hardwood. 

Plywood is used in tremendous quantities by the 
building industry for siding, sheathing, sub-flooring, 
roof decking, paneling, cabinets and partitions. In 
addition to its uses in new construction, plywood is 
popular for alteration and renovation jobs, a market 
that is expected to become increasingly important 
to the industry. There are literally a thousand uses 
for plywood. Of the total production, roughly half 
goes into new-home building, 20% to 25% is con- 
sumed for industrial uses (packing cases, outdoor 
signs, railway boxcars and the like), 15% for re- 
modeling and repair of dwellings and the balance is 
miscellaneous. The topnotch companies in the field 
carry on farflung research programs that have paid 
off in new products, improvement of existing prod- 
ucts and increased use of plywood. 

Increased production facilities and larger imports 
have contributed in recent years to a rather wide 
variance in softwood plywood prices. These price 
movements have been magnified at times by na- 
tional crises and labor unrest. Prices were in a down- 
trend in September as home-building declined. The 
number of mills has grown rapidly in the post-war 
decade, from 33 at the end of 1946 to well over a 
hundred by last estimates. With good timber re- 
serves increasingly difficult to acquire, a definite 
trend now seems established toward concentration 
of productive facilities in strong hands, which 
should result in a more stable price structure for 
the industry. 


Giant Of the Industry 
A prime beneficiary of this trend should be U. S. 
































for 95% of domestic output, although redwood, Plywood, kingpin of the (Please turn to page 46) 
7 Leaders In The Plywood Industry 
1954 Ist 6 Months 1955 
Net Earnings Div. Net Earnings Indicated 
Sales Per Per Sales Per Full-Year Price Range Recent Div. 
(Millions) Shcre Share (Millions) Share _ Div. Per Share 1954-1955 Price Yield 
nD IN 6 oiscusier is asscsstvenauiedornkebers $ 36.3 $ .27 $ —— $ 39.8 $ .45? $ .15 13%4- 734 12 1.2% 
Georgia-Pacific Plywood ...............::ccssceseeees 64.2 1.54 25 41.9 2.54 1.00 41%4-10% 40 2.5 
Long Bell Lumber Corp. “A” ..........cccsecee 1.0! 1.553 1.52 4) 79? 1.52 3878-2212 38 4.0 
M. & M. Wood Working Co. ..0..........:c000 38.1 1.71 35 11.44 684 70 1752- 8 17 4.1 
I IN ose chatteuticinn sodasaehanneeustguaniatans 45.2 2.67 1.00 38.3° 2.66° 1.50° 3314-1634 29 5.1 
| 
fe INTIME SEI asda bane, aaa csccutene tesabuicke 38.6 1.65 1.00 21.6 1.31 1.00 46 -1154 33 3.0 
aie I i st ccs cineaeneamapenie 150.5 3.52 1.40 49.0° 1.24® 1.70 44 -24 43 3.9 
* Container Corp. of America controls 63% '—Dividend Income; Owns 51% Long Bell Lumber of Mo. ‘4—I1st fiscal quarter ended May 30. 
of Mengel Co., common stock. *—Year ended June 30, 1955. 





\—Plus stock. 








°—9 months ended May 31. 
°—Quarter ended July 31. 
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A Study in 


SPECTACULAR EXPANSION 


By W. A. 


66 
Ves record highs in sales, operating profits 
and net income were achieved by Food Fair Stores, 
Inc.” 

This is an excerpt from a Food Fair report cov- 
ering operations for the 40 weeks ended February 
5, 1955. To owners of the company’s stock that and 
similar statements emanating from Food Fair head- 
quarters in Philadelphia is “old stuff’. Much the 
same thing has been said in practically every year 
of the postwar period and bears repeating with ref- 
erence to the latest sales and earnings reports. For 
instance, when revealing results of operations for 
the fiscal year ended last April 30, Food Fair was 
able to tell its shareowners that all previous com- 
pany records were surpassed in that period. 

In the 12 months covered by the report Food Fair 
scored a 27 percent increase in net income on an 
18 percent gain in sales. Volume for the year went 
above $410 million. This was $61.8 million higher 
than the previous record high sales of $348.2 mil- 
lion achieved the year before. 


Rising to Higher Pinnacles 
The trend is still upward. In the three months to 
last July 23, the first quarter of its current fiscal 
year, Food Fair’s sales and earnings surpassed all 
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previous records. The phraseology becomes almost 
redundant but the continued climb in sales and earn- 
ings figures, interesting and pleasant reading for 
those who own the company’s common stock, jus- 
tify its continued employment. Sales for the three 
months exceeded any previous quarter, going above 
$100 million. This was a 12.6 percent gain over the 
$88.8 million sales volume for the corresponding 
months of last year and produced net income of 
$1,936,988, the equivalent of 68 cents per common 
share. In the like period a year ago, net income of 
slightly more than $1.8 million was equal to 58 cents 
a share on the basis of 2,986,931 common shares 
outstanding as of July 23, 1955. 

For the fiscal year ended last April, net income of 
slightly more than $7 million applicable to the com- 
mon stock was equal to $2.37 a share. This is after 
allowing for preferred dividends, extraordinary ex- 
penditures relating to the opening of a number of 
new markets, as well as a non-recurring charge of 
$589,000 in connection with the redemption of the 
entire issue of 4% debentures. A development of 
particular significance in fiscal 1954-55 operations 
was the increase in net income to 1.8 percent of dol- 
lar sales from 1.6 percent for the preceding year. 
This higher rate of earnings on dollar sales volume 
furnishes strong testimony to the close control ex- 
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ercised over operating costs and the attainment of 
greater efficiency in merchandising methods. The 
gain in net profit margin becomes more pronounced 
when it is remembered that the substantial initial 
expenses entailed in the opening of new markets are 
not immediately offset by the benefits from this 
store expansion. 


A Striking Growth Record 


During the last fiscal year, Food Fair opened 20 
large modern supermarkets. It brought its total 
number of outlets as of April 30, 1955, to 216 
which is in sharp contrast to 113 units making up 
the chain only five years earlier. In sharper con- 
trast is the uninterrupted climb in sales volume to 
where in the three months to July 23, of this year, 
a sales volume of a little more than $100 million 
was just short of matching total sales for the 1946 
calendar year when the chain consisted of 89 mar- 
kets. Since the beginning of the current fiscal year 
four more supermarkets have been added to the 
chain bringing it to 220 modern supermarkets lo- 
cated in seven states from Connecticut to Florida. 
Considering the steady expansion in both the num- 
ber of Food Fair markets and sales volume, there 
can be no dissent to the statement that the com- 
pany has the most striking growth record of the 
leading chain food stores during the last 10 years. 
In 1950 it was ranked among the nation’s top 20 
retailers. It now stands fourteenth in size among 
all retail organizations and is currently the seventh 
largest retail food organization in the country. 
Among this latter group it is also distinguished by 
its top ranking position from the standpoint of high 
average sales, approximating $2 million per store 
in the 1954-55 fiscal year. 

On the basis of new markets opened and sales 
expansion, Food Fair continued to live up to its 
reputation as the fastest growing of the nation’s 
major retail food organizations. Current expansion 
plans hold promise that rate of growth will be 
maintained at a fast pace during the next two 
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[ Comparative Balance Sheet Items 
December 28 April 30 
1946 1955 Change 
ASSETS (000 omitted) 
Cash & Market Securities ...... $ 3.517 $ 21.549 +$ 18.032 
Receivables, Net ...........c.c0000+ 494 2.649 + #£2.155 | 
IID csicsnccassinsnsassannicncanionss 9.306 21.844 -+ 12.538 
Other Current Assets ............ .055 634 + .579 
TOTAL CURRENT ASSETS........ 13.372 46.676 + 33.304 
I I ccscccccoicsscssscsssabeases 4.283 38.560 + 34.277 
ESSERE rer ie 1.337 + 1.337 
ESS SEER Epa eke .908 1.570 a .662 
ee $ 18.563 $ 88.143 +$ 69.580 
LIABILITIES 
Accounts Payable .................... $ 1919 $ 6713 +$ 4.794 
INE Vissihasinshetacseatxiannsacinniens .882 4356 + 3.474 
ME CID: Sicniscccnsnssncsccciecatans 2.284 4.877 a 2.593 
Other Current Liabilities ........ .197 .078 — .119 
TOTAL CURRENT LIABILITIES... 5.282 16.024 + 10.742 
I II TIE ccccccenssnessesancsse 3.175 32.554 + 29.379 
IE TIED cicasnconssenssviconccs .705 7.039 + 6.334 
Common Stock ..............0cccc0c0e .387 3.447 + 20.065 
ESE eer 9.014 29.079 + 20.065 
TOTAL LIABILITIES .................. $ 18.563 $ 88.143 +$ 69.580 
WORKING CAPITAL ............... $ 8.090 $ 30.652 -+$ 22.562 
CUREIET TATOO ann ccccesscccscsoese 2.5 2.8 + 3 


























years. Under the program recently formulated, 
Food Fair expects to construct at least 96 new 
supermarkets between now and April 30, 1957. 
With the new additions, it will then be operating 
well over 300 stores and expects its annual rate of 
sales to be in the neighborhood of $650 million. 
These proposed new markets, incorporating the 
latest design features, providing the shopper with 
comfort and attractive surroundings, like those 
opened by Food Fair in recent years, will be located 
in areas of growing population. Many of them will 
be located in shopping centers to meet increasing 
consumer demand for quicker, easier, one-stop shop- 
ping. The trend toward this type of supermarket 
is being speeded-up by the unprecedented flow of 
population to suburban areas and the increasing 
dependence by shoppers on the automobile as a 
shopping adjunct. This latter trend, 
incidentally, has already changed 
ao the patterns in many fields, but in 
8 none to such an extent as in the 
= retail food business. As a matter 
7 of fact, the development of the food 
supermarket has also had a heavy 
impact on the entire food proces- 
sing industry and in retailing of 
merchandise and commodities other 
3% than foodstuffs. The food super- 
market has become the focal point 
® of something new in retailing. 
: This is the shopping center where 
—% the housewife, and for that matter, 
the entire family, can park the 
2 automobile and purchase food, 
household needs, clothes, and many 
10 Other necessities, and do it all in 
one stop. 


50; 
: % Food Fair Properties, Inc. 

10 

Included in Food Fair’s expan- 
sion plans was the development 


and operation of large shopping 
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centers. These would be of the “regional” type as 
distinguished from the smaller “strip” center and 
the slightly larger “intermediate” center, and em- 
body facilities for Food Fair supermarkets as well 
as space to be leased to other merchants. The first 
of such “regional” type centers is planned for 
Miami, Fla., on a 48-acre site, and another near 
Reading, Pa., on approximately 45 acres. Land for 
both these developments were purchased some time 
ago. 

As the extent of the “regional” shopping center 
enterprise became manifest, however, Food Fair 
concluded that it would be inadvisable for a company, 
whose principal activities are the retail distribu- 
tion of food and the operation of supermarkets, to 
engage directly in real estate operations of such 
magnitude. Out of this thinking, Food Fair, which 
almost a quarter of a century ago pioneered in the 
operation of self-service supermarkets, has come 
the decision to carry the “revolution” in food re- 
tailing through another logical step. For the first 
time, a company conceived and initiated by a major 
food chain, will engage in a large-scale plan to de- 
velop and operate shopping centers. Under the cor- 
porate title, Food Fair Properties, Inc., the new 
company, largely financed by an issue of 514% 
debentures to which Food Fair Stores stockholders 
were given preferential rights to subscribe, and in 
which Food Fair Stores will have a substantial in- 
vestment, is designed to invest in properties, partic- 
ularly land tracts at locations deemed advantageous 
for construction of fully planned and coordinated 
shopping centers. The existence of the new company 
will not restrict Food Fair Stores developing and 
financing locations independently of Food Fair 
Properties. One of the first ventures of the develop- 
ment company, however, will be the construction 
of a shopping center on the Miami, Fla., tract of 
approximately 4814 acres owned by Food Fair 
Stores, title to which will pass to a wholly-owned 
subsidiary of “Properties, Inc.’’ Present plans call 
for the development of this entire tract which ulti- 
mately will contain an aggregate building floor area 
of some 530,000 square feet, and a parking area 
with an initial capacity of 4,000 automobiles. Leases 
for space in this shopping center have already been 
executed with 24 tenants for terms ranging from 
10 to 35 years, exclusive of renewal options. Con- 


struction has been started and it is expected that [ 


about 422,000 square feet of building floor space 
will be ready for occupancy by next August. The 
second venture is expected to be the development 


of the Berks County, Pa., tract, title to which will 7 


be vested in a Food Fair Properties’ wholly-owned 
subsidiary. It is proposed to develop this entire tract 
in the same general manner as the new Miami shop- 
ping center and that before the end of 1957 the en- 
tire shopping center comprising aggregate building 
floor space of 250,000 square feet, and approxi- 
mately 750,000 square feet of parking space will 
be opened. Food Fair Stores is already operating 
a supermarket and a parking lot on close to three 
acres in the area. An adjoining site of 37 acres is 
owned by Sears, Roebuck & Co., which has agreed 
in writing to erect on its premises a department 
store, a farm store, and service station, having an 
aggregate of 70,000 square feet to be completed, 
barring contingencies beyond control, by February, 
1957. 


The Importance of Intangibles 


Thus, Food Fair Stores, in creating a shopping 
center development company, again moves forward 
in the retail food business, the biggest of any. Retail 
food sales for 1954 were at a record high of $41 
billion six hundred million. This represents a gain 
of 2.1%, or $800 million over the previous record 
high established in 1953, the greater portion of the 
increase being attributable to gains made by modern, 
self-service supermarkets. As a measure of Food 
Fair Stores’ 1954-55 gains, compare the 214% in- 
crease for the entire retail food business last year 
with the approximately 18% gain which Food Fair 
scored in fiscal 1955 over the preceding year. 

The phenomenal growth of Food Fair is apparent 
in the number of supermarkets making up its chain 
and the steady expansion in sales volume which is 
rapidly moving up toward the half billion dollar 
mark. Considering its growth from two _ super- 
markets in 1933 to 220 today Food Fair has well 
earned the title ‘‘America’s fastest growing food 
chain.” A factor contributing to its uninterrupted 
expansion has been its freedom from the burden- 
some and expensive problem of converting a large 
number of antiquated (Please turn to page 49) 






































Long Term Operating and Earnings Record 
Percent 
Net Operating Income Net Net Net Div. Earned on 
Sales Income Operating Taxes Income Profit Per Per Invested Price Range 
(Millions) Margin (Millions) Margin Share Share Capital High Low 
RIP sriss cn Sd econ cr cea ccecucanncsuidinkerteaecnaneatin $410.0 $ 16.3 4.0% $ 7.8 $ 7.3 1.8% $2.37:.2 $ .90% 18.8% 67 -43% 
EMMY. 2.2 isieakes by se dhunebesnhsasecencvaioesiaouenaeees 348.2 13.1 3.7 6.9 5.8 1.6 1.85! .808 17.1 4812-244 
ROUT caneransuceinchcenvswashuasacahinaccesbsseeaiensuatiee 292.6 10.3 3.5 5.5 4.5 1.5 1.86 .60° 14.8 31%-223%4 
NENT? \ciea bias dnaivh easassniatvanedelenneeulaupeuivespnests 259.5 8.8 3.4 4.8 3.8 1.4 1.62 .80° 13.6 2412-19¥2 
MMI asec scacckaastsacesdnaraasceacoesneacssansnebnénnants 205.6 9.8 4.7 5.1 4.7 2.2 2.14 80° 17.6 2552-1934 
MN Wasiccnn bin onsshsbachncizasaipexdessypansiaseiensaneh 164.6 6.7 4.0 2.5 4.0 2.4 2.11 ss* 8246 2314-1458 
1949 (17 Weeks to April 30)**............ 50.3 1.4 2.9 6 1.0 2.0 54 55 ma 1452- 87% 
I coir istxhs catctsscschencesriassa ant anas 142.0 4.5 3.1 1.7 2.7 1.9 1.42 40° 19.8 12'2- 9% 
| ES cast etic caveitoes doi cuast aka oabecouecupatess 121.7 4.7 3.9 1.8 2.8 2.3 1.58 40° 24.8 1534- 834 
RUIN? fic Lctacyinkenintdntincanateiieseahamicstadalcasiins 101.2 5.9 5.9 2.3 3.6 3.5 2.27 40° 36.0 23%- 83 
* Years ended approx. April. 30. 1 Adjusted for 25% Stock Div. Aug. 1954. 4 To Sept. 8, 1955. 
t Years ended December 31. 2 Indicated 1955 dividend. 5 Full year 1949 price range. 
** Fiscal year changed from Dec. 31 to April 30. 3 Plus stock. 
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Prescription for Investment Inertia 


&Y: over-optimism or excessive pessimism 
are common faults of investors, inertia is also their 
enemy. Of the three, probably more harm is done 
by the latter. Over-optimism or too great a degree 
of pessimism can be corrected in time by appropri- 
ate action, but failure to act at all can be disastrous. 
In fact, it negates the basic principle of investment 
which is to actively supervise what has been in- 
vested, and to make changes as called for by chang- 
ing conditions. 

In examining the portfolios of investors, we are 
struck with the frequency with which commitments 
are maintained for indefinite periods despite the 
obvious fact that the conditions which may have 
originally warranted the investment no longer pre- 
vail. Such inertia can prove very costly. There are 
many forms of investment inertia, which will be 
described below. 

Strange as it may seem, many investors develop 
a partiality for the stocks they own, even when they 
have proved to be unsatisfactory holdings, presum- 
ably on the principle that men like what is familiar 
to them. Or, perhaps, they hesitate to make changes, 
even when obviously required, for fear that any 
substitution for unworthy securities may land them 
in even worse difficulties. 

Some investors will hold on to inordinately large 
amounts of cash, not because they don’t want to 
invest these funds but simply because they lack the 
confidence with which to make the move. Thus, they 
do nothing, and for long periods, even years, they 
will allow these funds to stagnate, without any 
return whatever, either in the form of income or 
appreciation. 

Other types of investors will invest only in public 
utility stocks. There is nothing wrong in this, of 
course, as these issues are among the most stable, 
but too large a concentration of funds in such stocks 
deprives the investor of participating in the more 
dynamic issues, in which the largest stock market 
profits have accrued in the post-war period. 

Other investors will not buy stocks selling over 
$25 a share, so that they may have the satisfaction 
of holding a large number of shares in an individual 
company. Yet, on the whole, the record of low-priced 
stocks has not been too satisfactory in recent years 
in a comparison with higher-priced issues. 

Other investors make a serious effort at diversifi- 
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cation but spread themselves too thin. This makes 
supervision of the portfolio rather difficult. How- 
ever, these investors will not forego this penchant, 
as they seem to derive an especial pleasure from 
holding a great many different stocks, whether they 
fit into the plan or not. 

To go from one extreme to another is, of course, 
not desirable in investment as in other matters. It 
would not do for the sluggish investor to turn sud- 
denly and embark on a highly active career in the 
market. Each investor should study his own tem- 
perament and psychological pattern and not attempt 
to do what is not natural for him to do. 

We are convinced that most investors adhere to 
a pattern of inertia for failure to perform one 
simple duty and that is to keep records, accurate 
records of his security transactions. It is amazing 
that so many investors fail in this most essential 
task. 

The value of keeping records and keeping them 
up to date in the most meticulous fashion is not 
merely for the sake of keeping records but as a 
reminder of the exact position of the investor in 
every detail, as to income received from each secur- 
ity and as to position with respect to profit and loss. 
It is very much like the chart the physician refers 
to in examining his patient. Every significant 
change in the chart is a signal that the physician 
must note carefully to be effective in his treatment. 

The position of the 
investor is precisely the 
same. He himself must 
act as the physician in 
charge or get some 
qualified person to do 
it for him. To neglect 
the symptoms shown in 
the investment ther- 
mometer is to invite 
trouble later on. 

We are convinced 
that if investors will 
take the trouble of 
keeping accurate rec- 
ords, they will find 
themselves in a better 
position to watch over 
their investments.—END 
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‘The Dow’”’ 

How’s the market? Well, at 
this writing, the Dow industrial 
average is up 19.4% since the 
end of 1954. The average is made 
up of prominent stocks, most of 
which, despite exceptions, have 
performed better on the year to 
date than has the general run of 
secondary stocks. A few among 
the 30 issues in the average have 
lost some ground or gained none 
in 1955 to date. Examples are 
American Can, Johns-Manville, 
National Distillers, Westinghouse 
Electric and Woolworth. The fol- 
lowing have risen a good deal less 
than the average: Allied Chemi- 
cal, American Telephone (a util- 
ity which does not belong in an 
industrial average anyway), 
Corn Products, General Foods, 
International Harvester, Procter 
& Gamble, and United Aircraft. 
Those which have risen about in 
line with the average—a little 
more or a little less—are Ameri- 
can Smelting, American Tobacco, 
General Electric, Goodyear Tire, 
and Standard Oil of California. 


Winners 

The big gainers largely respon- 
sible for pushing the average to 
a new all time peak and their ap- 
proximate 1955 percentage rises 
up to this writing are: Bethlehem 
Steel 48%, Chrysler 25%, duPont 
38%, General Motors 41%, In- 
ternational Nickel 42%, Sears, 
Roebuck 39%, Standard Oil 
(New Jersey) 27%, Texas Com- 
pany 28%, Union Carbide 31% 
and U. S. Steel 62% —the latter 





topping the other Dow indus- 
trials by a wide margin. It is 
trite but true to repeat that this 
is, and will remain, a highly se- 
lective ““market of stocks”. That’s 
the answer to “How’s the mar- 
ket?” 


Stock Groups 


At this writing, stock groups 
showing special strength are alu- 
minum, automobiles (mainly 
General Motors), auto parts, 
chemicals, coal, metal fabricat- 
ing, office machines, oils, paper, 
retail stocks, tobacco, rayon and 
steel. Currently lagging—in some 
cases in technical correction of 
large prior rise—are: air lines, 
aircraft, distillers, coppers, 
drugs, baking, electrical equip- 
ment, finance companies, dairy 
products, meat packers, gold min- 
ing, machinery, radio-television, 
shipbuilding, shipping, sugar, 
sulphur, textiles, and motion pic- 
ture stocks. Thus, recent further 
rise in the averages has been ac- 
counted for by a minority of 





stock groups and a minority of 
individual stocks. 


Uranium 


The speculative uranium boom 
might be a bust earlier than some 
people dreamed possible. In any 
event, the stocks are mostly well 
down from their highs; and prob- 
ably have put the top behind. 
Here are the things that have 
jolted the market: announcement 
by the Canadian Government 
that it will not enter into any 
more special-price contracts to 
buy uranium after the end of 
next March; and the following 
uncertainties: (1) possibility 
that thorium may become a more 
economical nuclear fuel than 
uranium, (2) possibility that 
“‘breeder-type” reactors, produc- 
ing more nuclear fuel than they 
consume, might be perfected, un- 
dermining the market for both 
uranium and thorium, and (3) 
possibility that the hydrogen- 
bomb fusion process might ulti- 
mately be used in reactors. That 











INCREASES SHOWN IN RECENT EARNINGS REPORTS 


Federated Department Stores ...................:000 
IN IAIN, (acceusinktaeanapechicevavactvanssasiesanasiueneon 
St. Louvis-San Francisco Rwy. ............ccccseceees 
Western Union Telegraph .................:ccccceeees 
III II cs caccsheosacotsesdsenbseatvacnscsoanscassecee 
III OD Oe acccscscscsscssevecnssscncsscesesrccoses 
is vss snndisiuscsskabhsahansnssovnnsacncivsonssians 
IE TD NODE: ncsiesscnccesssccesicviccncessessccansasta 
a is Lado ak uokanucscacsaakseaineaeanhbens 





Atlas Plywood Corp. 


1955 1954 
13 weeks July 30 $ .90 $ .65 
. 7 mos. July 31 2.27 1.61 
. 7 mos. July 31 2.33 86 
. 7 mos. July 31 1.36 73 
. 9 mos. July 31 1.81 1.43 
.. Quar. July 31 39 a 
. 9 mos. July 31 3.47 2.19 
.. 6 mos. July 31 72 52 
. 9 mos. July 31 3.50 1.95 
.. Year June 30 45 28 
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would radically change the out- 
look for development of civilian 
uses of nuclear energy. Hydrogen 
is a plentiful and inexpensive ele- 
ment. The buying contracts of 
the Atomic Energy Commission 
give established producers of 
uranium a guaranteed and profit- 
able market for an extended pe- 
riod. But, in terms of market 
valuation of uranium earnings, 
“the bloom is off the rose” for the 
reasons heretofore cited. More- 
over, there are some rumors that 
the Administration might decide 
to cut back or slow down the 
atomic-weapons buildup, in view 
of the present huge stockpile, the 
reduced risk of war and the be- 
lief that an atomic war would be 
decided by the force of the first 
assault, rather than by the vol- 
ume of atomic weapons in re- 
serve. If any such decision is 
made, the uranium boom will be 
further deflated. Much of the 
money poured into the stocks of 
obscure uranium promotion-ex- 
ploration companies, which have 
no actual production, will never 
be recovered. 


Steel Boom 

The steel boom is running 
strong, with near-capacity oper- 
ations assured through the end 
of the year at least; and with 
order booking indicating high 
volume also well into the fore- 
part of 1956. It is still a cyclical 
industry, but both the expressed 
views and the expansion plans of 
managements of most leading 
companies indicate confidence in 
long-term prospects. This is in 
line with the general view of 
business chiefs and economists 
that recurrence of the deep de- 
pressions of the past can be 
avoided. This consensus takes in- 
to account the built-in cushions 
in the economy, the tendency to- 
ward “rolling’’ adjustments in 
individual industries while others 
remain active, the vigor of popu- 
lation growth and technological 


progress, and governmental pow- 
er to moderate recession or boom 
via credit policy and otherwise. 
If correct—it appears to have 
considerable substance—steel 
stocks are less speculative than 
in earlier times. They are also 
less speculative on two other 
counts: (1) strongly improved 
finances, (2) much less depend- 
ence than formerly of steel de- 
mand on capital-goods activity, 
due to broad growth of the some- 
what less unstable market for a 
wide range of consumer durable 
goods using steel, as compared 
with the 1920’s. 
Steel Stocks 

Steel stocks have widely out- 
gained the industrial list so far 
this year, and demand for them 
shows no significant abatement 
up to this writing. Full-year earn- 
ings will make an excellent show- 
ing both on a reported and a 
cash basis. Obviously, the stocks 
have become a good deal less 
cheap, but price-earnings ratios 
are mostly still within fairly 
moderate limits; and some fur- 
ther dividend boosts or year-end 
extras are no doubt ahead. In 
view of the major rise already 
seen, new buying of steels can 
not be confidently recommended ; 
but basis cannot be cited for sell- 
ing leading issues like U. S. Steel, 
Bethlehem, Inland, Armco, Na- 
tional, Republic or Youngstown. 
Financing 

The advanced level of the mar- 
ket is inviting more new com- 
mon-stock financing than in a 
long time. This has been charac- 
teristic of the top areas of past 
bull markets, notably in 1929 and 
1946. It increases shares availa- 
ble for purchase without bidding 
up and tends to sop up investible 
funds. Given an adequately firm 
general market condition, history 
will probably be made between 
now and the year end, according 
to current reports, by a huge of- 
fering of Ford Motor non-voting 











stock by the Ford Foundation. 
Judging by orders already placed 
with brokers, it will be largely 
over-subscribed. Since the Ford 
objective is wide public owner- 
ship of the shares, individual al- 
lotments will unquestionably be 
relatively small. 


Insiders 


In August, according to offi- 
cial reports, an officer of Borg- 
Warner bought 1,200 shares, in- 
creasing holdings to 5,760 shares; 
an officer of Goodrich bought 
1,068 shares, boosting holdings to 
4,062 shares; an officer of Gulf 
Oil bought 1,400 shares, making 
holdings 1,456 shares; an officer 
of Monsanto Chemical bought 
4,000 shares, taking holdings to 
5,950 shares, while another 
bought 36,000 shares, making to- 
tal holdings 36,300 shares; and 
an officer of United Aircraft 
bought 5,000 shares, increasing 
holdings to 8,000. There was some 
August “insider” selling of the 
following stocks: J. I. Case (an 
inferior stock), Continental Can 
(a high-grade stock), the specu- 
lative Goebel Brewing, the specu- 
lative Spiegel, and the medium- 
grade Shamrock Oil & Gas. 


Stocks 


Individual stocks showing 
above-average strength in recent 
trading sessions up to this writ- 
ing include: American Tobacco, 
Chesapeake & Ohio, Cities Serv- 
ice, Sun Oil, Texas Gulf Produc- 
ing, General Motors, Standard 
Oil (New Jersey), Sears, Roe- 
buck; Dayton Power & Light, 
Delaware & Hudson, Dow Chem- 
ical, Eastman Kodak, National 
Lead, U. S. Steel, Inland Steel, 
Gillette, Granby Mining, Magma 
Copper, Louisville & Nashville, 
Socony Mobil Oil, Sterling Drug, 
Beaunit Mills, American Metal 
Products, Boston Edison, Grand 
Union, Firestone Tire, Food Fair, 
Great Northern Railway, Hiram 
Walker and Mohawk Carpet. 





















DECREASES SHOWN IN RECENT EARNINGS REPORTS Soft 
1955 1954 ; 
American Cable & Radio ...................cccccccceeees 6 mos. June 30 $ .12 $ .26 Stocks showing currently un- 
I HI IN oss cincccscnidasceccnsenscssicnesines 6 mos. June 30 06 21 promising action include Ander- 
MUNN UNNI 65 spc si sacs Uiastckal Beans 6 mos. July 31 3.21 3.85 son Clayton, Barber Oil, Pub- 
EES em ee Year June 30 3.58 4.07 licker Industries, Texas Instru- 
Bangor & Aroostook DEERE 7 mos. July 31 3.95 4.44 ments, Spear & Co., Thatcher 
Chicago Yellow Cab Co. oscccsssecssssscssssnsee Quar. June 30 15 35 Glass, Pet Milk, Hamilton Watch, 
Gieichcussiom Cattee G0 o.......0c.ccscccesesscsscsnsesscsecsces Year June 30 1.35 2.31 Raytheon, Hoffman Electronics, 
Me NO ica ccsckcssecnscsesecscosatosespens Year June 30 4.04 4.53 Carrier Corp., General Time, 
I I 6s inna censsinkaspuansnnsdncsnaione 9 mos. July 31 2.90 4.26 Trane Co., Merck, : Link Belt, 
Consolidated Foods Corp. ............ccccccsesesseeeeeees Year June 30 1.69 2.22 Dixie Cup, United Air Lines and 
z Westinghouse Electric. —END 
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The Business Analyst 


WHAT’S AHEAD FOR BUSINESS? 


By E. K. A. 


Expenditures by industry for new plant and equipment this 
year are expected to reach $27.9 billion, a rise of 4% from 
1954 outlays and only 1% under the all-time high of $28.3 
billion spent in 1953. The railroad industry has undertaken 
a major upward revision in 
its spending plans to make 
a substantial contribution to 
the swelling total. Carriers 
now are estimating they 











BUSINESS ACTIVITY 


PER CAPITA BASIS 


MW. S. INDEX 
1935-39 : 100 will spend 20% more on 
on <1 plant and equipment than 
they had planned early this 
“7 year, an increase that re- 
20 + flects the sharply improved 


a net profits and traffic situ- 
ation in that field. In this 
connection, a top railroad 
official has calculated that 
the industry will spend on 
the order of $20 billion for 
capital improvements over 
the next decade. 

Of the $27.9 billion that 
will be spent this year by 
industry over-all, $11.2 bil- 
lion of the total will come 
from manufacturing com- 
panies. This is a slight in- 
crease from 1954 but 6% 
below peak 1953. Expen- 
ditures by durable-goods 
industries for 1955 are 
scheduled at 5% above 
1954 with non-durable 
goods companies anticipat- 
ing a 2% decrease. Strength 
is in general evidence in 
the durable-goods segment. 
The iron and steel industry 
is planning expenditures 
for this year 15% above 
1954. Expansion plans of 
this industry (to be financed, 
in large measure, by higher 
selling prices) were high- 
lighted last month by the 
announcement that Repub- 
lic Steel would spend $130 
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V million to boost its capacity 
by 16%. On the automotive 
front, Chrysler Corp. is 
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spending $175 mil- 
lion to develop its 
1956 line of cars. 
This is on top of 
the $250 million 
invested last year 
by the company in 
its 1955 models. 

Among non-dur- 
able goods pro- 
ducers, the food, 
textile, paper and 
rubber companies 
all have increased 
their programs for 
this year over what 
they had originally 
planned. By and 
large, this has been 
a banner year for the companies in those industries, which 
already have spent mammoth sums for new plant and ma- 
chinery, but competitive pressures and the rising demand for 
their products are piling new increases on old ones. 

On the other hand, the chemical industry, in the latest 
Government figures, shows a downward revision of 7% and 
now is expecting lower outlays than last year. The booming 
petroleum industry has made some slight reduction in its plans 
but still expects to spend this year about the same record 
amount as in the last few years — on the order of $2.7 billion. 

All in all, a new peak in expenditures for plant and equip- 
ment should be attained in the final quarter of this year, 
taking into account seasonal differences. Actual expenditures 
contemplated for this quarter, without adjustment, may total 
$7.3 billion. This compares with $7.7 billion in the preceding 
quarter and $7 billion in the like three months of last year. 
Thus, capital expenditures, which went into a decline after 
the peak attained in the third quarter of 1953, are tending 
upward once more. 

Industrial production in August was at an all-time high 
(seasonally adjusted). Spending for new construction in August 
was about the same as in July and slightly lower than in the 
spring. Value of contracts awarded dropped off as usual in 
August and was almost one-fifth below the spring peak. But 
it remained one-fifth larger than in August, 1954. Output of 
non-durable goods remained steady while durables rose. 
Prices of industrial commodities also continued to rise. 

While the volume ‘of new expenditures for plant and equip- 
ment has shown no signs of diminuition, it is quite possible 
that the trend may reverse itself moderately in the early part 
of 1956. Factors that can bring this about are the higher cost 
of credit which can affect the volume of new financing for 
capital construction purposes; and the strong probability that 
many industries are now approaching a temporary saturation 
point with respect to new capacity. 
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The Business Analyst 





MONEY & CREDIT—Recent moves by the monetary av- 
thorities are still aimed at stricter credit controls. At 
least that is the conclusion furnished by the latest ex- 
ample, the Federal Home Loan Bank Board’s admonition 
to its members to make loans only from new savings 
and repayments rather than by borrowing from the 
parent. Although reversal of current credit policy ap- 
pears nowhere in sight, still the markets for fixed income 
securities have been firming up of late and under- 
writers have been pleasantly surprised by the under- 
lying demand for new issues. The improvement was 
exemplified by the success of the CIT Financial Corpo- 
ration’s mid-September offering of $100 million in 
debentures which was a quick sell-out. A $50 million 
bond issue by Tennessee Gas Transmission was moving 
easily and the complicated Baltimore & Ohio refunding 
and consolidation program topped the 75% acceptance 
mark necessary to bring underwriters’ commitments into 
play. Among seasoned obligations, firmness was evident 
throughout the list. Long-term Treasuries have been im- 
proving since early August, and they advanced further 
in the two weeks ending September 19. High-grade 
corporate bonds can boast a long list of plus signs since 
Labor Day while state and local obligations have fol- 
lowed a similar course. 


The rather surprising firmness of bond prices this 
month derives from several factors, all of the short- 
term variety. Of greatest import has been the accumula- 
tion of funds in the hands of investors this Summer, a 
period when a relative scarcity of new flotations pro- 
vided limited avenues for their employment. The assur- 
ance that the Treasury’s approaching new money 
borrowing would not involve a long-term issue has also 
bolstered sentiment while some investors are convinced 
that the Federal Reserve will intervene as usual to assist 
Federal financing by at least temporarily augmenting 
ioanable funds available to the banks. While the fore- 
going factors are acting to stimulate near-term demand, 
it should be realized that they will dissipate before long, 
while the underlying forces making for tighter money 
still remain intact. Prime impetus for the longer-term 
trend towards more stringent credit stems from the over- 
all growth in demand for loans by both business and the 
consumer. This has awakened inflationary pressures 
which the Administration is determined to dampen. From 
current indications, achievement of this goal will eventu- 
ally require even sterner credit restrictions than have 
thus far been undertaken. 


“es ———O---—- 


TRADE—Retail sales in August were slightly under record 
levels set in July, but still ran 9% ahead of a year ago, 
according to preliminary Government figures. An upturn 
seems to be in the making for September, with Dun & 
Bradstreet estimating that dollar volume in the first two 
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weeks of the month showed bigger gains over a year 
ago than in August. Latest results, those for the week 
ending Wednesday, September 14, revealed an upturn 
in apparel sales, with consumer interest in back-to- 
school wear spurred by sales promotions and price 
reductions. Demand for household furnishings increased 
and both television and radio receivers were moving 
faster. 


———o--—--- 


INDUSTRY—The Federal Reserve Board’s seasonally ad- 
justed index of industrial output was higher in August, 
at 140% of the 1947-1949 average, which compares 
with a revised figure of 139 for July. Output of durable 
goods expanded further while production of nondurables 
and minerals was little changed, at levels slightly under 
the highs reached in June. Auto assemblies were re- 
duced in August and have fallen further thus far in 
September, reflecting (Please turn to following page) 
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Latest Previous Pre- 
Wk. or = Wk. or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor* 

MILITARY EXPENDITURES-—$b (e) July 2.8 3.7 3.0 1.6 (Continued from page 39) 
Cumulative from mid-1940 July 596.5 593.7 555.2 13.8 preparations for model changeovers. 

FEDERAL GROSS DEBT-$b Sept. 13 277.9 277.9 2749 55.2 Steel production in August averaged 

90% of capacity, up from 85% in 

— See Sent. 7 July. By mid-September, steel mills 
Demand in al Centers ______ | ep! eg oad ne = were slated to operate at 95% of 
Currency in Circulation wae. 38 wa5 ma 7 _ capacity. Among nondurables, output 

BANK DEBITS— (rb) ** of apparel and leather products re- 
New York City—$b | July 60.7 62.6 63.1 16.1 mained under previous highs but the 
343 Other Centers—$b__ July 104.9 108.6 95.6 29.0 textile, paper, chemical and petro- 

PERSONAL INCOME-$b (cd2) July 304.7 301.2 287.1 102 leum industries held their own or 
Salaries and Wages — | July 212 208 197 99 managed slight advances. 

Proprietors’ Incomes _ | July 48 49 48 23 ——_o——— 
Interest and Dividends os | oe 27 26 25 10 COMMODITIES — Firming commodity 
Transfer Payments ——— ; 17 17 16 10 prices have become widespread 

(ES COM ASHICULTERE) oat si te 15 3 enough to affect the comprehensive 

POPULATION—m (e) (cb) Aug. 165.4 165.2 1626 133.8 | weekly index of the Bureau of Labor 
Non-Institutional, Age 14 & Over__ | Aug. 117.5 117.4 116.3 101.8 Statistics and this indicator rose 0.3% 

Civilian Labor Force anne WA 67.7 67.5 65.5 55.6 in the week ending September 13, to 
Armed Forces Aug. 3.0 3.0 3.3 1.6 close at 111.4% of the 1947-1949 
unemployed Aug. ye 2.5 3.2 3.8 average, highest level in almost three 
Employed Avg. 65.5 65.0 62.3 51.8 years. The major components of the 
In Agriculture Aug. 7.5 77 69 8.0 index all advanced in the latest week 
Non-Farm Aug. 58.0 57.3 55.3 43.2 with farm products up 1.3%, proc- 
Weekly Hours Aug. 42.6 42.7 42.2 42.0 essed foods gaining 0.4% and all 

EMPLOYEES, Non-Farm—m (1b) July 3 ry" “9 35 other commodities 0.1% higher. The 
Government_____—— __._ | July 6.7 6.9 6.6 4.8 advance in the latter er wis coneenee4 = 
ie ; pw 10.6 10.6 mA 79 flected gains in industrial commodities 
Sates... a eit .ee 13.0 134 on a2 such as steel and copper scrap, tin, 

Weekly Hours July 40.3 40.7 39.4 40.4 rubber, hides and burlap. 
Hourly Wage ($)___ sds ly 1.88 1.87 1.80 we a 
a a asd I cgi a a Expenditures for NEW CONSTRUC- 

PRICES—Wholesale (Ib2) Sept. 13 WW.4000°190.1 110.0 66.9 TION came to $3.978 million in Au- 

Retail (cd) June 207.8 207.7 209.0 116.2 gust, close to the $3,956 million out- 
+ 4 / 

COST OF LIVING (Ib2) July 114.7 114.4 115.2 65.9 luys “i July and 8% ahead of a — 
Food Cd July 1121 1113 «1146 ~~ «659-| 29°: After adjustment for seasonal 
Clothing _ -_ July 103.2 103.2 104.0 59.5 factors, August building activity 
ly ee | 130.4 130.4 1285 89.7 works out to an annual rate of $41.5 

aaa anmennnaanl billion. This compares with a $42 bil- 

RETAIL TRADE—$b** lion annual rate in July and the rec- 
Retail Store Sales (cd). = sds Juri 15.3 15.4 14.4 47 ord rate of $42.5 billion reached in 

Durable Goods June 5.6 5.5 5.0 1.1 May of this year. In the latest month, 
Non-Durable Goods__ sume 78 9 9.4 3.6 private residential construction de- 
Dep’t Store Sales (mrb)__ June 0.88 0.89 0.85 0.34 clined to $1,492 million, from $1,523 
Consumer Credit, End Mo. (rb) June 32.5 31.6 28.7 9.0 million the previous month, reflecting 
MANUFACTURERS’ the downtrend in housing starts in the 
New Orders—$b (cd) Total**___| July 26.9 27.8 23.2 14.6 two preceding months. Building of 
Durable Goods July 13.4 14.0 11.2 7.1 stores and similar structures continued 
Ron Piuraiils:- Goods July 13.4 13.8 12.1 7.5 to rise, reaching a new monthly peak, 

Shipments—$b (ed)—Totals** July 26.8 27.1 21.4 8.3 but highway construction had a less 
Duratile Goods July 13.5 13.5 9.4 4.1 than seasonal increase, reflecting the 
Non Durable Goods July 13.2 13.6 12.0 4.2 effects of recent hurricanes. 

BUSINESS INVENTORIES, End Mo.** ‘ ” m 

Total—$b (cd) July 79.2 78.8 77.6 28.6 Output of passenger car TIRES de- 
Manufacturers’ — July 43.9 43.8 43.4 16.4 clined seasonally in July, with 7,893,- 
Wholesalers’ July 11.9 11.8 11.8 4.1 306 units produced, a 15.9% drop 
Retailers’ July 23.4 23.2 22.4 8.1 from June levels but well above the 

Dept. Store Stocks (mrb) July 2.5 2.5 2:5 1.1 5,603,219 tires turned out a year ago. 

BUSINESS ACTIVITY—1—pc Sept. 10 215.2 216.0 1865 141.8 | Shipments were lower in July, 
(M. W. $.)—1—np. Sept. 10 273.3 274.3 232.1 «146.5 amounting to 8,339,290 tires, down 
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Latest. Previous Pre- 
C Wk.or Wk. or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago _—_— Harbor* 
INDUSTRIAL PROD.-Ia np (rb) Aug. 140 139 123 93 | 7.1% from the preceding month. With 
Mining Aug. 120 120 109 87 | shipments topping output, the inven- 
Durable Goods Mfr—_____| Aug. 158 155 135 88 tory in the hands of manufacturers 
| Non-Durable Goods Mfr._________ | Aug. 126 126 114 89 declined to 12,199,266 tires from the 
. ‘ 
, CARLOADINGS—t—Total Sept. 10 707 794 602 933 previous month's level of 12,697,544. 
7 Misc. Freight Sept. 10 338 384 300 379 ‘i ¥ 2 
, Mdse. L. C. | Sept. 10 54 64 54 66 Manufacturers of AIRCRAFT and 
| Grain Sept. 10 46 52 45 43 | parts reported the receipt of $2,048 
| million worth of new orders in the 
| LEC. POWER Output (Kw.H. Sept. 10 10,155 10,706 8,808 3,266 4 
asc ae) = second quarter, after adjustment for 
SOFT COAL, Prod. (st) m Sept. 10 8.6 9.5 6.8 10.8 contract terminations. Shipments dur- 
Cumulative from Jan. 1________| Sept. 10 311.2 302.6 =. 257.2 44.6 ing the period amounted to $2,198 
Stocks, End Mo — | July 68.0 69.5 67.2 61.8 million with the result that order 
PETROLEUM— (bbls. ) m backlogs on June 30 of $13,942 mil- 
; Crude Output, Daily__.____| Sept. 9 6.7 6.7 6.2 4.1 | lion, were down a bit from the 
Gasoline Stocks Sept. 9 154 153 153 86 | $14,092 million total on the books 
Fuel Oil Stocks Sept. 9 47 47 57 94 | three months earlier. A year ago, un- 
j Heating Oil Stocks. Sept. 9 138 133 122 55 | filled orders came to $15,310 million. 
In the post-World War Il period, the 
: LUMBER, Prod.—(bd. ft.) m — oe ” a ~ peak As order backlogs nausead to 
Stocks, End Mo. (bd. ft.) b_____| June 8.7 8.8 9.3 7.9 io : : 9 
$18,906 million in mid-1953. 
STEEL INGOT PROD. (st) m Aug. 9.6 9.1 6.7 7.0 . * * | 
Comvtetve Gam Jen, 1} Avg. 1 Ao An; Output of PRIMARY ALUMINUM set | 
‘ ENGINEERING CONSTRUCTION | a new high in July of 132,669 tons, 
. AWARDS-$m (en) Sept. 15 381 375 306 94 | up from 127,634 tons the previous 
| Cumulative from Jan. 1_______| Sept. 15 13,435 13,054 10,253. 5,692 month, according to compilations by 
MISCELLANEOUS the Census Bureau. July production 
Paperboard, New Orders (st)t____ | Sept. 10 228 383 200 165 was 5% ahead of the corresponding 
; Cigarettes, Domestic Sales—b June 36 34 35 17 1954 month, a rate of year-to-year 
: Do., Cigars—m June 510 506 510 543 gain that has been maintained since 
Do., Manufactured Tobacco (Ibs.)m. | June 18 18 18 28 Janua ry. 
b—Billions. cbh—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept., seasonally adjusted monthly totals at annual rate, before taxes. 
cdlb—Commerce Dept. (1935-9—100), using Labor Bureau and other data, e—Estimated. en—Engineering News-Record. I—Seasonally adjusted index 
i (1935-9—100). la—Seasonally adj. index (1947-9—100). Ib—Labor Bureau. |b2—Labor Bureau (1947-9—100). Ib3—Labor Bureau (1935-9—100). It—Long 
tons. m—Millions. mpt—At mills, publishers and in transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without compensa- 
. tion for population growth. pc—Per capita basis. rb—Federal Reserve Board. rb3—Federal Reserve Bank of N. Y.—1941 data is for 274 centers. 
, st—short tons. t—Thousands. *—1941; November, or week ended December 6. **—Seasonally adjusted. 
| THE MAGAZINE OF WALL STREET COMMON STOCK INDEXES 
/ | ee ere areca Es 
; 1955 1955 
No. of 1955 Range 1955 1955 | (Nov. 14, 1936 Cl.—100) High Low Sept.9 Sept. 16 
i Issues (1925 Cl.—100) High Low Sept.9 Sept. 16 100 High Priced Stocks 217.2 180.6 214.9 217.2H 
Ee | 300 Combined Average .......... 328.7 282.0 325.8 328.7H 100 Low Priced Stocks 392.5 343.5 387.0 392.5H 
» | | | @ Agricuitural implements... 340.6 2649 324.4 337.9 A Gold Mining ..ccccccccccccseeo.. 806.0 649.1 670.5 720.4 
L 3 Air Cond. (‘53 Cl.—100).... 116.0 97.4 97.4 98.6 4 Investment Trusts ...... bias 157.1 143.8 155.6 154.1 
; 10 Aircraft ('27 Cl.—100) 1084.9 871.7 973.7 992.2 3 Liquor ('27 Cl.—100) veces. 1101.7, 961.3. 1080.1 1080.1 
3 7 Airlines (‘27 Cl.—100).......... 1263.6 971.2 1086.1 1127.8 9 Machinery ...cccccscsscsssesssseeesen 395.8 3177 3469 350.1 
» | | 4 Aluminum (‘53 Cl.—100).... 382.2 191.1 =. 374.3.--382.2H_| 3 Mail Order ........... eit 209.8 159.3 204.9  209.8H 
4 F OED: skcsscasecscrecssiene 180.6 147.0 175.8 177.4 4 Meat Packing ..............- 134.4 112.8 124.8 122.4 
x | 9 Automobile Accessories .... 362.3 308.3 355.9 359.1 5 Metal Fabr. (‘53 Cl.—100).. 183.7 155.9 177.1 183.7 
f } | 6 Automobiles .........sscsssseessess 54.4 44.3 52.1 54.4 10 Metals, Miscellaneous .......... 452.3 358.2 452.3 448.6 
| ; | 4 Baking (‘26 Cli.—100) ......... 30.6 27.8 30.6 30.3 1 I catnscehcocencentamscaas 4 1025.5 767.1 1009.4 1025.5H 
| 3 Business Machines Sed 930.6 657.4 837.5 844.2 22 Petroleum .......... 674.2 590.0 668.2 674.2 
4 | FID cssencecicenemnncsccasscenes 584.5 466.6 574.7 584.5H 22 Public Utilities 256.2 234.8 256.2 256.2 
> | | | 3 Coal Mining 20.3 14.8 19.7 20.0 7 Railroad Equipment ............ 88.4 73.4 85.4 86.9 
> } 4 Communications .... a 116.6 103.9 17113 111.3 20 Railroads 77.9 64.7 76.6 77.9 
| 9 Construction .......... hee 124.0 106.4 124.0 121.8 3 Soft Drinks 565.7 459.9 547.3 538.1 
7 Containers ..... —_ 747.7 675.1 725.9 740.4 11 Steel & Iron 314.1 219.2 311.9 314.1H 
7 Copper Mining ... = 333.4 222.2 333.4 331.0 4 Sugar 5s 68.8 56.1 64.2 62.4 
i D Deity PLOGUENS nsccsccscccccceress: 127.0 117.6 122.3 123.5 Be I pascinisosstncnisnectnesiascste 955.7 813.2 955.7 930.5 
iS 6 Department ae 99.4 80.0 99.4 99.4 10 Television (‘27 Cl.—100) besten 47.3 40.7 44.4 44.8 
5 Drugs-Eth. (‘53 Cl.—100)...... 151.2 129.6 149.9 149.9 5 Textiles 187.4 148.4 181.4 184.4 
2 | 6 Elec. Eqp. (‘53 Cl.—100).... 174.7 156.0 165.4 163.8 3 Tires & Rubber ...........cccc0+ 168.2 137.8 163.9 168.2H 
e 2 Finance Companies _......... 651.1 577.3 608.1 608.1 S Teaco ceccccccccece ra 94.0 81.9 91.4 94.0H 
. st: 2. _ ee 200.6 266.6 279.7 274.5 2 Variety Stores 315.0 286.9 299.4 305.7 
, | eee 163.7 137.7 160.8 163.7H 15 Unclassif’d (‘49 Cl.—100).... 158.1 146.3 152.2 155.2 
’ 
n | H—New High for 1955. 
ET OCTOBER 1, 1955 
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Trend of Commodities 





Grain futures showed strength in the two weeks end- 
ing September 16 while some import commodities 
weakened. The Dow-Jones Commodity Futures Index 
added 0.37 points during the period to close at 154.09. 
December wheat was 5% cents higher in the two weeks 
ending September 16, closing at 201%. Seeding of the 
1956 winter wheat crop has been seriously delayed and 
this has encouraged buyers. Further bullish ammunition 
was provided by the volume of criticism from both 
political parties regarding the downward trend of farm 
prices, which may force the Administration to take reme- 
dal action. Placement of wheat in the support program 
has been disappointing so far, with only 47 million 


- bushels of 1955 wheat utilizing the Government loan 


through August 15 versus 127 million bushels in the 


can change rapidly before January 31, 1956, the final 
date for placement of wheat in the current loan pro- § 
gram. December corn advanced 2 cents in the fortnght 7 


to close at 128%. The Department of Agriculture has 
forecast a 3,113 million bushel crop, based on Septem- 


ber 1 conditions, which is 364 million bushels under 7 


Fy 


2 


their August 1 estimate. Based on the latest forecast, | 


total supply for the current season should total 4,163 


million bushels, still the largest on record. However, if | 


the CCC continues to own or control large amounts of 4 
corn next season, then “free” supplies may not be ex- | 


cessive. December cotton lost 64 points in the two weeks | 


ending September 16 to close at 33.01 cents a pound. 
Prices are now under equivalent loan levels, with sellers 
motivated by slow export trade and fears that the Gov- 


































































































































































































corresponding 1954 period. However, this situation ernment may decide to lighten its holdings. 
WHOLESALE COMMODITY PRICES 
130 ALL COMMODITIES — | | 
1947-49 = 100 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — 1947-1949, equals 100 






Date 2Wks. 3Mos. 1 Yr. Dec. 6 

Sept. 16 Ago Ago Ago 1941 

22 Commodity Index 89.5 89.6 91.0 90.6 53.0 
9 Foodstuffs ....... 78.3 79.4 88.4 95.7 46.5 
3 Raw Industrial ........... 98.0 97.3 92.7 87.0 58.3 








RAW MATERIALS SPOT INDEX 
JUNE JULY AUG. SEPT. OCT NOV. DEC. 
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14 Raw Materials, 1923-25 Average equals 100 


Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 


1955 1954 1953 1951 1945 1941 1938 1937 

High ...... 160.2 154.4 162.2 215.4 111.7 88.9 57.7 86.46 

low ...... 153.6 147.8 147.9 1764 986 582 47.3 546 
42 


Date 2Wks. 3Mos. 1 Yr. Dec. 6 

Sept. 16 Ago Ago Ago 1941 

SPM coccicccccccccnn. HEF Ws We 97.6 54.6 
TI ccsvsncsenosssscoasaceys 78.5 79.3 84.0 88.3 56.3 
a eon 60.7 62.7 66.7 70.0 55.6 










COMMODITY FUTURES INDEX 
JUNE JULY AUG. SEPT OCT NOV. DEC. 
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COMMODITIES INDEX 
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Average 1924-26 equals 100 


1955 1954 1953 1951 1945 1941 1938 1937 
High ...... 173.6 183.7 1665 2145 958 743 658 93.8 
a 150.8 167.3 153.8 1748 83.6 58.7 57.5 64.7 
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aT “WHAT'S NEW? 
163 |) 
ite Y 
of fH | — A Record of Important 
ex- 
ek: | | aa q Company Developments earnings : 
nd. B i Droge bg 
t re Ofit 42 
ters | st Ree : > Ss * 
atl Jee yaer® 308% ~ 
devel Meng investors fP tee “te . 
[i om Opments  «s- fen_ _inyestors yy ‘Tion . 
| sbelnagae asda Wa Site 20 hl. it jo gi al eh SS gS Of Tiles pt i a agg OO clap IE rs how 2 + 
| Philip Morris, Inc. is enjoying an upsurge, thanks issue is apparently belated recognition of the com- 
_ to its new Marlboro package. With this long-size pany’s greatly improved position in plastic films, es- 
| filter-tip cigarette on sale in only 60% of the coun- pecially polyethylene products, of which Visking is 
try, Philip Morris figures it already has moved into now the world’s largest manufacturer. Research has 
“third or fourth position” in this field. When Marl- been aggressively broadened and is largely respon- 
boro sales in the first week of June ran 30% ahead _ sible for the rapid growth during the past decade. 
of the preceding week, it was decided to put the Sales have increased in every year since 1930, ex- 
brand on allocation to dealers. By end of July, it cept 1935, and rose from $10.4 million in 1945 to 
was able to raise allotments appreciably. Philip $45.9 million last year, a gain of over 340%, while 
Morris calculates that as of September 1, the new’ volume for the first six months of 1955 was 25% 
Marlboro was selling at a rate of more than 12 bil- greater than the like period a year ago. Although the 
lion units yearly—more than 50 times last year’s company maintains its leading position in the cellu- 
volume by the premium-priced cigarette of the same lose meat-casing field, it has applied its know-how 
name. Now the company has launched the new of extrusion processes to develop an important new 
Philip Morris pack, a departure from the brown business in plastic film and non-woven fabrics. Vis- 
wrapper that enclosed this brand. These innovations _ king sells polyethylene film in bulk to a large number 
and acquisition of the Benson & Hedges line of of converters, which include Visqueen, used exten- 
| tobacco products are certain to boost earnings and sively in packaging, tubing, plastic pipe, insulation 
| improve the company’s competitive position. and squeeze bottles. Also Visten for packaging and 
Viskon for towels, drapery material, filters and 
Visking Corp.: Recent market strength in this many other items. Earnings have grown fairly 
6 7 steadily, trending upward from 
' $1.96 a share in 1945 to $5.03 per 
| share in 1954, and could approxi- 
Important Dividend Changes mate $6.75 this year. Visking is a 
cieethins tm, tamiahen 00 small company and not widely 
s . - _ known, yet it is the leading trade 
INCREASED DIVIDENDS ; STOCK « DIVIDENDS (including St Stock-Splits ii ee a ro 
le Soe aos try. Bee co gg Pe tee 
: : ; . rene 50% grow assured, dividends wi 
American Sugar Ref. ................ if United Airc “4 os probably remain conservative, be- 
i II casicieescicsnsnivin a SEE cause of the need for expansion 
| : , . ~ I I i nnccstinssnincssanhibeseasacnnisasbeaess 100 funds. 
‘sae act eras tee * ost NN I I ici ccsranciecsonnsaxemieaiios 100 ; 
First Nat. City Bank (N.Y.) 0 65 —...... —— reaeeeenoreaatetesetreee Beatrice Foods Co., one of the 
Pillsbury BI Sees seasta Deawuaicantwnacs 62% Qu.| ean DIVIDENDS: __ big four of the dairy field, is 
about to increase its diversifica- 
MEE cctutentisictutaiooen 35 Walker (Hiram) G. &. W. ...... . $1.00 tion through acquisition 2? * 
C. 1. T. Financial Corp. «1... 25 Clark Co., a Pittsburgh candy 
| INITIAL DIVIDENDS firm which does a $12 million an- 
| - Aamnee. Agel. Chemie .......:0cccccssccessessss 1.50 nual business. Beatrice will ac- 
[Sperry Rand ............csccsesscesecsees: 16 ies ae quire the company for 85,400 
Bulova Watch (new) ................ .30 piniononianl ——— shares of its stock—one of its 
shares for each 314 shares of 
United Aircraft (new) ................ : er Manati Sugar Clark capital stock. Non-dairy 
aA Hertz Corp. (mew) «0.0.0.0... 25 Qu. | Felt & Tarrant Mfg. products of Beatrice last year ac- 
4.7 (Please turn to page 56) 
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The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. This service in conjunction with your 
subscription should represent thousands of dollars in value to you. It 
is subject only to the following conditions: 

1. Give all necessary facts, but be brief. 

2. Confine your requests to three listed securities at reasonable 


intervals. 


3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





American Viscose Corp. 


“T have been a subscriber to your 
Magazine for the past ten years and 
find it helpful in selecting security in- 
vestments. I would appreciate receiving 
late earnings data on American Vis- 
cose Corp. with emphasis on any new 


developments.” 
B. J., Belleville, N. J. 


Sales and earnings of Ameri- 
can Viscose Corp. improved sub- 
stantially during the first half of 
1955 over the corresponding peri- 
od of 1954. Sales increased $26,- 
423,000, while earnings were $8,- 
693,000 greater. Net earnings for 
the second quarter were $6,205,- 
000, equal, after preferred divi- 
dends, to $1.45. per share of com- 
mon stock outstanding. This com- 
pares with $1,807,000 or 37c per 
share in the second quarter of 
1954. Net sales in the second 
quarter were $62,810,000, com- 
pared with $51,903,000 in the sec- 
ond quarter of 1954. 

Increased demand for the cor- 
poration’s products have continu- 
ed—with rayon staple, rayon tire 
yarn and cellophane operations at 
or near capacity levels. Rayon 
and acetate filament yarn ship- 
ments to the textile trade have 
also improved. Demand for Avis- 
co rayon staple by the textile and 
carpet trades has exceeded pro- 
ductive capacity. Additional fa- 
cilities have been installed at the 
Parkersburg, W. Va. and Front 
Royal, Virginia, plants, which 
should be in operation around the 
end of this year. Operations of 


a4 


the Chemstrand Corp., owned in 
equal shares with Monsanto 
Chemical Co., have been gratify- 
ing. The nylon plant at Pensacola, 
Fla., is operating at full capacity 
and considerable improvement 
has been made in Acrilon opera- 
tions. There has been a demand 
for large quantities of Chem- 
strand’s heavier type of nylon 
yarns, especially for tires and tex- 
tile applications. To meet market 
requirements, additional facilities 
will be installed at the Pensacola 
nylon plant to increase capacity 
from 50,000,000 pounds to 88,- 
000,000 pounds per year. 


The Ketchikan Pulp Co., in 
which American Viscose has a 
one-half interest, has made con- 
siderable progress in solving pro- 
duction problems, usually asso- 
ciated with the initial operations 
of a large pulp mill. Production 
of a dissolving pulp used for mak- 
ing rayon is approaching sched- 
uled capacity. 


Stockholders vote October 24th 
on increasing authorized $25 par 
common from 5 million to 10 mil- 
lion shares to provide for a 25% 
stock dividend, payable Novem- 
ber 23rd to holders of record No- 
vember 3rd. Company said di- 
rectors intend to pay dividends 
equal to $2.00 a share annually 
on increased shares. This would 
be equivalent to 1955 dividend of 
$2.50 a share on common stock 
now outstanding. 


Glen Alden Corp. 

“T understand that Glen Alden Corp., 
formerly Glen Alden Coal Co. has shown 
a good improvement in earnings in the 
first half of this year. Would you 
please give reasons for this improve- 
ment and also comment on diversifica- 
tion of the company’s lines and what is 
the outlook for the balance of the year?” 

M. W., Pittsburgh, Pa. 

Net earnings of the Glen Alden 
Corp. (formerly Glen Alden Coal 
Co.) for the first six months of 
1955 showed continued improve- 
ment over the previous year. Af- 
ter providing for depreciation 
and depletion charges of $986,- 
000, consolidated earnings for 
the first six months totaled $1,- 
695,000, equal to 95c a share on 
1,774,663 shares outstanding. In 
comparison, the company report- 
ed a loss of $169,000, equal to 9c 
a share, in the corresponding peri- 
od in 1954 after depreciation and 
depletion charges of $1,164,000. 

The substantial improvement in 
earnings was due largely to two 


factors. One, acquisition last 
March of the Mathes Co., manu- 
facturers of air conditioning 


equipment, and two, greater ef- 
ficiency in the company’s anthra- 
cite operations. 

Sales of anthracite for the six 
months were reported at 2,208,000 
tons compared with 2,578,000 tons 
for the six months of 1954. Reali- 
zation was down from the previ- 
ous year, reflecting depressed 
prices and an excess supply of 
fine sizes throughout the industry, 
as well as lower unit volume. 
Further improvement in the com- 
pany’s earnings are expected for 
the third and fourth quarters of 
this year. Prices on anthracite 
were increased as of July 6th and 
orders should begin to reflect 
some upturn in coal sales, with 
September showing definitely im- 
proved performance. Thus, the 
third period should show a rea- 
sonable improvement over the 
second quarter. Results for the 
final period should, barring un- 
foreseen difficulties, equal or sur- 
pass first-quarter performance 

(Please turn to page 56) 
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What Will They Look Like? 








Soon the 1956 ears will appear in show rooms across the land. 
Each will have its special features. All will have sleek. 
exciting styling — be ‘ause of versatile steel. 


t won’t be long now! 





1956 cars are coming. Haul- 
away trucks will slip them into 
town under the secrecy of canvas. 
Pretty soon you'll see them all! 

What will the 1956 models look 
like? 

That’s a carefully guarded secret. 
In fact, most likely no one man has 
seen them all. But one thing you can 
count on... all will be beautifully 
styled. They will display the genius 
of designers, the skill of manu- 
facturers, and the tremendous ability 
of one metal to make the styling 
dreams of car men come true. 

That metal is steel! 


How steel does it 


To sculpture these new style lines 
for cars it is necessary that steel meet 
the most exacting demands. 


NATIONAL STEEL 


GRANT BUILDING 


The exciting new models of 


For example, fenders, hoods, roof 


and side panels for 1956 cars require 
wide sheets of the best quality steel, 
in the greatest possible continuous 
lengths, coiled for easy handling and 
feeding through automatic presses. 

It must be strong and ductile to 
work properly to the limits of the 
forming dies and uniform to assure 
long die life. It must be carefully 
processed and controlled in order to 
flow true to form under the pressure 
of deep drawing operations. And this 
steel must have a good, well prepared 
surface to minimize finishing time and 
provide a clean base for painting. 


National’s role 


National Steel—through two of its 
major divisions, Detroit-located 
Great Lakes Steel and Weirton Steel— 
is a major supplier of the steels that 
will be used in 1956 cars. It is quality 









steel that makes it possible for our 
customers to speed production and 
cut material handling and scrap losses. 

We are striving—through research 
and cooperation with customers—to 
make better and better steel for greater 
safety, strength and economy in cars 
today and tomorrow. 

Whatever America’s industries de- 
mand of steel, it is our aim to supply 
it in the quantity and of the quality 
wanted, when it is wanted, at the 
lowest possible cost to our customers. 





SEVEN GREAT DIVISIONS 
WELDED INTO ONE COMPLETE 
STEEL-MAKING STRUCTURE 
Great Lakes Steel Corporation « Weirton 
Steel Company ¢ Stran-Steel Corporation « 
Hanna Iron Ore Company « National Steel 
Products Company « The Hanna Furnace 
Corporation ¢ National Mines Corporation 











CORPORATION 


PITTSBURGH, PA. 
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Candidates for Stock Splits 
1955-1956 





(Continued from page 24) 


industrial chemicals and ‘“‘Tenite” 
plastics, notwithstanding the let- 
down in the general economy 
during the early months of 1954, 
amounted to $633.4 million, just 
under the $633.6 million shown 
for the peak year of 1953. Net 
earnings, however, for 1954, 
after taxes and preferred divi- 
dends, rose to a record high of 
$69.4 million as compared with 
$35.3 million in 1946, the year 
prior to the last stock split which 
was on a 5-for-1 basis. Net earn- 
ings for 1954, equal to $3.99 a 
share were up 39 per cent over 
1953 in which the common stock 
earned $2.86 a share. On the basis 
of 1955 first half-year results the 
current year will show new rec- 
ord highs in both sales and earn- 
ings. Contributing to this show- 
ing is the production of poly- 
ethylene at the Texas Eastman 
Co., plant which is now in full 
swing following its opening last 
November. For the six months 
ended last June total sales of the 
company were up 13.6 per cent 
over the like 1954 period, reach- 
ing $315.8 million, while net earn- 
ings after taxes increased 29 per 
cent to $36.3 million. After pre- 
ferred dividends for the period 
this was equal to $1.97 a common 
share compared with $1.60 a year 
ago. 


INLAND STEEL CO. —AI- 
though Inland Steel effected a 3- 
for-1 split-up of its common stock 
in April, 1946, it is conceivable 
that directors may propose an- 
other split of the common stock, 
if not immediately, then some- 
time in the near future. Support- 
ing this belief is steady growth of 
the company in the years since 
1947, its expanding earning 
power, and the strong finances. 
The latter is reflected in approxi- 
mately $95 million in Government 
securities and cash on hand as at 
1954 year-end, and net current 
assets which exceeded current lia- 
bilities by $158 million. Since 
1947, Inland, retaining the 
greater portion of net earnings. 
as well as substantial amounts of 
internally generated funds, has 
spent close to $185 million to im- 
prove and expand mill facilities 
and raise its ingot production 
capacity from 3.4 million to 4.7 
million tons, which was reached 
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in 1954, and again increased at 
the beginning of the current year 
to 5 million tons, giving it sev- 
enth place among the steel pro- 
ducers of the country. Reflecting 
the continuous growth, net sales 
and other revenues for the first 
half of this year increased to 
$315 million from $280 for the 
like 1954 period. Net earnings of 
$4.33 a common share for the six 
months to June 30, last, com- 
pared with $3.92 a year ago, in- 
dicate a record high in common 
earnings on the basis of present 
capitalization, thus adding to the 
stature of the stock which ranks 
as a top quality issue. —END 





Steady Expansion in 
Plywood Industry 





(Continued from page 31) 


business, which started as a job- 
ber of plywood and glue and has 
now risen to its present $00 
million-a-year stature. Essentiai- 
ly a sales company, it has grown 
today to a point where it main- 
tains 87 distributing warehouses 
here and in Canada. Because it 
has national distribution, it is 
able to capitalize on national ad- 
vertising. Its Weldwoods, Plank- 
weld and Novoply are known 
throughout the trade and to mil- 
lions of home-owners. 

The company has 30 plants 
that represent an investment of 
about $35 million. Timber hold- 
ings are carried at $18 million— 
actual cost of standing timber 
owned and deposits made on tim- 
ber under contract. Current value 
of these holdings are conserva- 
tively estimated at $75 million. 
However, to take over all of the 
timber involved would entail an- 
other $15 million outlay. 

Sales in its current fiscal year, 
which began May 1, are at a rec- 
ord annual rate of $200 million. 
August sales hit a new monthly 
high of better than $18 million, 
up from $14,916,000 in July, 1955, 
and compared with $10,954,000 
in August, 1954. Sales for fiscal 
year ended April 30 were $150,- 
566.000, the previous high. Earn- 
ings per share in the three months 
ended July 31, 1955, amounted to 
$1.24 a common share, against 
65 cents in the year-ago period. 

With demand for its products 
continuing at a record pace, U. S. 
Plywood may be expected over 
the near term to give more liberal 
dividend treatment to sharehold- 
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ers. The quarterly rate recently 

was hiked to 45 cents from 35) 
cents. In February the company 7 
sold publicly an issue of $25 mil- § 
lion, 3.4% sinking-fund deben- 
tures. Proceeds were used to re-/ 
deem four series of outstanding | 
debentures and other funded in-| 
debtedness totaling $18,626,000. | 
Balance was added to general | 
working funds. The company an- | 
ticipates new capital expenditures ; 
during the current fiscal year | 
may total $10 million and go for 

timber acquisitions, manufactur- 

ing plants and distribution facili- | 
ties. The stock seems worth hold- | 
ing as an interesting speculation. 


From Georgia to the Pacific 

Georgia-Pacific Plywood Co. | 
opened its doors for the first time | 
in September, 1927, at Augusta, 
Ga., employing 20 people. Today | 
it operates more than a dozen | 
plants, nearly two score wholesale 
distribution warehouses and sales 
offices, and employs about 4,000 
people. From first-year sales of | 
about $250,000, annual sales have | 
steadily increased and now are | 
approaching the $85 million level. 
The company has earned profits 
in each year of its history. To ob- 
tain West Coast plywood re- 
sources, need to assure adequate 
supply, the company undertook 
its first public financing in 1947. 
Additional productive capacity 
was acquired over the years to 
give it second rank within the in- 
dustry. Through a wholly-owned 
subsidiary, Georgia-Pacific Alas- 
ka Co., it has been granted a pre- 
liminary award of timber sale 
contract to 7.5 billion board feet 
of timber in Southeast Alaska. 
Terms require purchaser to in- 
stall a pulp mill by 1961. 

Georgia-Pacific, like many 
other plywood companies, has 
been prominent in recent rumov 
mergers. Actually, there were 
conversations with International 
Paper Co. about a year ago, but 
nothing came of these talks and 
they were never resumed. The 
company has _ considerably 
strengthened its position and the 
stock seems worth holding. 


Less Impressive Growth 


Atlas Plywood Corp. has had a 
considerable growth by almost 
any standards, although it has 
not done anywhere near as well 
as the softwood plywood compa- 

(Please turn to page 48) 
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ANNUAL REPORT 


A copy of the 1955 Annual 
Report may be obtained 
upon request to the General 
Offices: 20 North Wacker 
Drive, Chicago 6, or to the 
Corporate Office: 61 Broad- 
woy, New York 6. 
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INTERNATIONAL MINERALS & CHEMICAL CORPORATION 


FINANCIAL HIGHLIGHTS 


Net Sales . 

Earnings Before Income Taxes 
Income Taxes . 

Net Earnings for the Year . 
Percent Net Earnings to Sales 


Earnings Per Share of Common Stock Outstanding 
June 30. 


Dividends Paid to Stockholders 

Percent of Net Earnings Distributed as Dividends . 
Dividends Paid Per Common Share 

Year’s Earnings Retained in the Business 

Common Stockholders’ Equity . 

Equity Per Share of Common Stock . 

Working Capital at End of Year . 

Ratio of Current Assets to Current Liabilities 


Expenditures for Capital Additions 


Annual Depreciation, Amortization, and Depletion . 


Long-Term Debt: 
3.65% Subordinated Debentures . 


3%% Term Loan 

2%4% Purchase Money Mortgage . 
Total Net Worth . 
Number of Stockholders 


Nomber of Employees 


1955 


Year Ended June 30 


$96,485,017 
$7,396,903 
$1,075,000 
$6,321,903 
6.55% 


$2.55 
$4,114,769 
65.09% 
$1.60 
$2,207,134 
$72,122,015 
$30.99 
$33,196,749 
5.8 to 1 
$7,219,703 
$6,839,593 


$20,000,000 
$9,400,000 
$375,000 
$81,955,015 
12,327 
5,046 





1954 


Year Ended June 30 


$93,591,934 
$7,113,979 
$1,070,000 
$6,043,979 
6.46% 


$2.44 
$4,098,222 
67.81% 
$1.60 
$1,945,757 
$69,600,891 
$30.04 
$31,191,183 
6.4 to 1 
$10,745,566 
$4,926,752 


$20,000,000 
$10,050,000 
$500,000 
$79,433,891 
11,554 
5,119 





| 
| 
| 








Steady Expansion in 
Plywood Industry 





(Continued from page 46) 


nies that have struck it rich in the 
Northwest. Atlas got into the fir 
plywood industry a few years ago 
through purchase of a controlling 
interest in Plywood, Inc. But 
hardwood plywood always has 
been the backbone of the Atlas 
business, which is largely the 
manufacture of such products as 
boxes and packing cases for in- 
dustry. 

For its fiscal year ended June 
30, sales totaled $39,883,000, a 
rise of nearly 10% from the pre- 
ceding year, and net profit was 
$662,000, or 45 cents a share. A 
year ago net amounted to $493,- 
000, equal to 28 cents a share. 
Products made by Atlas contrib- 
uted about 70% of consolidated 
sales in the past year. Of these, 
plywood packing cases, food pack- 
age containers and paper-type 


containers accounted for 59%, 
while flush doors contributed 
27% and hardwood panels 14%. 
These sales do not include the 
sales of its subsidiary, Plywood, 
Inc., which makes Atlas a factor 
in the West Coast fir plywood 
field. As of June 30, Atlas had a 
63% interest in Plywood, which 
had sales for the year to June 
30 of $16,531,000. Atlas is ready- 
ing an offer to minority share- 
holders of Plywood to acquire by 
exchange of shares their interest 
in the latter company. The stock 
is of the more speculative type. 


Container Swallows Mengel 


While nothing came of the 
talks between Georgia-Pacific and 
International Paper, it is a fact 
that plywood companies, which 
use the same raw materials, have 
a natural attraction for paper 
companies. The Mengel Company, 
a long-time factor in the plywood 
field, is about to be consolidated 
on the balance sheet of Container 


















ow DHILIP MORRIS 


116th 
COMMON 
STOCK 
DIVIDEND 





Philip Morris, Incorporated 


Our Institutional SHARE OWNERS 








CUMULATIVE PREFERRED STOCK 
The regular quarterly dividends 
of $1.00 per share on the 4% 
Series and $0.975 per share on 
the 3.90% Series have been 
declared payable November 1, 
1955 to holders of record at the 


close of business on October 
15, 1955. 
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active participants. 
entirely separate from the corporate or- 
ganization, holds Philip Morris shares among 
stocks and bonds and miscellaneous invest- 
ments in its portfolio. 


Shown here is the HEADLINER 
uct of the Goss Printing Press Company, 
the world’s largest manufacturer of news- 
paper, magazine and rotogravure printing 
presses and a leading maker of stereotyp- 
ing equipment. Thirteen years ago an Em- 
ployees Profit Sharing Trust was established 
as a retirement fund for salaried employees 
of the Company. At gee there are 220 
e 
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COMMON STOCK ($5.00 Par) 


pr 


1955. 





New York, N. Y. 


A regular quarterly dividend 
of $0.75 per share has been 
declared payable October 15, 
1955 to holders of record at the 
close of business on October 1, 


C. H. KIBBEE, Treasurer 
September 14, 1955 














Corp. of America. Container had 
acquired about 63% of Menge] 
stock by early 1955. Mengel has 
an anual volume of more than $40 
million. In association with U. §, 
Plywood, Mengel has developed 
distribution of its wood products, 

M and M Woodworking Co. 
could properly lay claim to pio- 
neering the fir plywood industry, 
for it was in its mill at Portland, 
Ore., that the product first was 
turned out domestically. M and 
M products today are produced 
by 12 operating divisions at nine 
sites in Oregon and California. 
There are four plywood divisions, 
Sales of M and M, which produces 
a wide range of lumber items and 
is in plastics, in pre-war 1940 
amounted to less than $6 million. 
In fiscal year that ended Febru- 
ary 26, volume was well above 
$38 million, a peak that should 
be surpassed this year. The stock 
may do better than it has in re- 
cent years. 

M and M last year sold to 
Long-Bell Lumber its plywood 
buildings and equipment at Long- 
view, Wash. Since Long-Bell is 
highly diversified (petroleum, 
railway properties and even a 
cemetery), its considerable growth 
over the years can not be attrib-| 
uted wholly to its plywood in-} 
terests. Long-Bell, however, long | 
has been a factor in the field and 
its wide range of plywood prod-| 
ucts has contributed substantial- 
ly to revenues and profits. The 
stock may be retained as a specu- 
lation. 

Some mention must be made 
of the Weyerhauser Timber Co., 
giant of the wood products field. 
Weyerhauser has been a factor 
since before World War II. Of its 
sales total of $262.5 million last 
year, nearly $13 million was ac- 
counted for by plywood. This was 
a sharp decline from the previous 
year, owing to a strike in 1954. 
Other factors in the plywood field 
include General Plywood and Har- 
bor Plywood. 


A Billion-Dollar Business 


The companies cited here sell 
about a billion dollars worth of 
plywood each year to American 
consumers. They have pushed 
their business from some 200 mil- 
lion square feet of plywood in de- 
pression 1932 to almost 5 billion 
in booming 1955. Between the 
start of 1947 and the close of 
1953, no less than 65 new fir ply- 
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wood plants were opened. Yet an- 
other measure of their growth 
may be gleaned from these statis- 
tics: Fir plywood in 1955 will 
use about $145 million in peeler 
logs, 133 lathes worth $90,000 
each will peel these logs, the ve- 
neer will be dried in driers each 
worth $120,000 and 100 plants 
will use up $21 million worth of 
glue. This activity will produce 
about $370 million worth of fir 
plywood (mill level value). 

In the years ahead, the product 
of a thousand uses should con- 
tinue to grow as an industrial 
factor, although it is not likely to 
equal the hectic pace of the post- 
war decade. Soundly financed 
companies, aided by aggressive 
research and marketing, should 
continue in the forefront of an 
industry that expects to double 
its output by 1975. The goal is not 
remote in the light of population 
growth and the trend toward 
home-ownership. In addition, the 
ever-increasing number of uses 
for the product in industry augurs 
well for steady growth on that 
front. —END. 





A Study in 
Spectacular Growth 





(Continued from page 34) 


small stores. That type of re- 
tail unit had been routed out of 
the company’s store chain as long 
ago as 1938, enabling it to lower 
considerably the financial require- 
ments for expansion and permit 
major capital investments being 
made in the direction of building 
new supermarkets. 

Numerous intangibles also have 
contributed to Food Fair success. 
Rapid growth has required and 
has been accompanied by unre- 
lenting emphasis on training, de- 
velopment, and more innovation. 
In such a fast moving business 
management is fully cognizant of 
the constant necessity to review 
operating routines, systems and 
methods, to insure the utmost 
efficiency. Continued emphasis is 
placed on development of pro- 
grams of community relations. 
In September of this year, as in 
the year before, The Food Fair 
Stores Foundation, granted 41 
scholarships to employees and 
other deserving youths in the 
communities served by the com- 
pany. And of all the intangibles 
one of the most potent, perhaps, 
is the atmosphere characteristic 


OCTOBER 1, 1955 








The New York Stock Exchange has just 
come up with some eye-opening figures 
on the actual use of credit in the securi- 
ties business across the country. In this 
month’s EXCHANGE Magazine, G. 
Keith Funston, President of the Ex- 
change, discloses that on two recent 
typical days less than one-third of the 
public’s total transactions were on mar- 
gin. These transactions are analyzed for 
you to see—how many were for short- 
and long-term investment, and how many 





for trading purposes. You can get the 
whole story in the September issue of 
THE EXCHANGE Magazine... out 
today...along with many other impor- 
tant articles such as... 


| What are the 34 common stocks that 
have paid dividends every quarter 
for half a century or more? Here's 
an informative list, complete with names 









PUBLISHED BY THE NEW YORK STOCK EXCHANCE 





Address 





Cy... 





THE EXCHANGE Magazine. Dept. D3 

11 Wall Street, New York 5, New York 

Enclosed is $1: (check, cash, money order). Please send 
me the next 12 issues of THE EXCHANGE Magazine. 


ee 


How much margin buying 
actually in the market? 


of these stocks, when each began pay- 
ment, how much each paid last year, and 
recent price. 


How does European capitalism com- 
pare with American capitalism? Fritz 
Richner, Chairman of the Union Bank 
of Switzerland, offers some provocative 
comparisons and criticisms of the Euro- 
pean stock and bond business. 


Are paper companies growth stocks? 
Mention growth stocks and most inves- 
tors first think of electronics, miracle 
drugs, chemicals, or atomic energy. 
Here’s a new look at paper companies, 
complete with a list of 20 leading com- 
panies and their records. 


THE EXCHANGE Magazine isa pock- 
et-sized monthly magazine published for 
new investors and experts alike. Full of 
down-to-earth articles by company presi- 
dents, financial leaders and stock market 
commentators—a magazine no investor 
should be without. Send in the coupon 
below with a dollar and receive the next 
twelve issues of THE EXCHANGE 
Magazine. Not sold on newsstands. 
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of every Food Fair supermarket 
that conveys to customers a sense 
of well-being amidst a wide va- 
riety of meats, groceries, produce, 
and other merchandise so dis- 
played as to stimulate buying. 
Through its years of expansion 
Food Fair has shown a steady 
increase in financial strength, 
working capital of more than 
$30.6 million as of last April 30, 
being more than $5.4 million 
greater than in the preceding 
year’s end, and compares with 
approximately $7 million on De- 
cember 31, 1945. From that date 
to the end of April, 1955, net 


worth increased from $6.6 million 
to $39.1 million. 

Cash dividends, supplemented 
by annual stock dividends includ- 
ing a 25% such distribution last 
August, have been increased from 
40 cents a share to current pay- 
ments of $1.00 a share per an- 
num. At current price around 67, 
present cash dividend yields 1.4%. 
While this may be an unattractive 
return for investors interested in 
income, for those who are more 
concerned with utilizing funds in 
issues with long-term growth po- 
tentials the stock has consider- 
able appeal. —END 
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DIVIDEND NO. 171 
ON COMMON STOCK 
The Board of Directors of 
Consumers Power Company 
has authorized the payment of 
a quarterly dividend of 55 
cents per share on the out- 
standing Common Stock, pay- a 
able November 21, 1955, to “ 
share owners of record ha 
October 21. a 
DIVIDEND ON 
PREFERRED STOCK ; 
The Board of Directors also | 
has authorized the payment of a 
a quarterly dividend on the 
Preferred Stock as follows, 
payable January 3, 1956, to 








share owners of record De- a 
cember 2: Xu 
CLASS PER SHARE a 
$4.50 $1.12Y, re 
$4.52 $1.13 id 
$4.16 $1.04 . 


de 


ee eee 
OAS 


CONSUMERS POWER COMPANY 
JACKSON, MICHIGAN 


ee 
5 OIE Ee ao 
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Stauffer 


mad, CHEMICALS 


it soeetieeell 
SINCE ye 1005 


STAUFFER CHEMICAL 


COMPANY 
DIVIDEND NOTICE 


The Board of Directors has declared 
a dividend of 40¢ per share on the 
common stock payable December 1, 
1955 to stockholders of record at the 
close of business November 17, 1955. 


Christian deDampierre 
Treasurer 
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THE COLUMBIA 
GAS SYSTEM, INC. 


The Board of Directors has declared this day 
the following final dividend for 1955 


Common Stock 
No. 85, 30¢ per share 
payable on November 15, 1955, to holders of 
record at close of business October 20, 1955. 


Date Parker 


September 21, 1955 Secretary 














Cost of Credit 
— Decisive Factor in 
Continuing Business Boom 





(Continued from page 10) 


may be expected to go into de- 
fault before the home mortgage! 

Nevertheless, all Government 
agencies dealing with housing in- 
cluding the Veterans Adminis- 
tration, have stiffened require- 
ments on down payments and 
length of term, not by any means 
to the point of creating hardship 
but as a part of the general pro- 
tective movement which Wash- 
ington believes is dictated by the 
economic pulse. 


Rapid Rise in Consumer Debt 


It is beyond question that there 
has been a rapid rise in many 
categories of indebtedness. There 
was an increase of $6.9 billion in 
home mortgage debt in the first 
half of 1955, a 9 per cent increase 
over the like period of 1954. Con- 
sumer installment debt which 
now stands at $24.9 billion rose 
11 per cent in six months. The 
question has definitely arisen in 
the minds of officials at Washing- 
ton, of bankers and business men 
generally and of the general pub- 
lic or a very large segment there- 
of, whether the incurring of debt 
has been proceeding at a pace out 
of proportion to the aecumula- 
tion of saved wealth. 

One of the surest methods of 
bringing on inflation is to per- 
mit the volume of credit to out- 
run the solid security of savings 
in one form or another behind 
that credit structure. As_ the 
stream of savings cannot be 
turned off and on like a water tap 
it is the credit end which must be 
made subject to the regulatory 
need. That is what is taking place 
now through use of the bank rate 
and other measures. 

One of the more interesting in- 
dications of how money demand 
has been running ahead of sav- 
ings accumulation has _ been 
vouchsafed by the insurance com- 
panies and banks. Since 1946 
these institutions have sold more 
than $15 billion of Government 
securities to put themselves in 
funds to meet demands for pri- 
vate investments, notably mort- 
gages. This does not mean that 
the nation is weak in savings; 
quite the contrary, the savings 


fund is of fantastic proportions.) 
The matter is relative: if the sav-! 


ings fund is fantastic, the money 
demand might be called fabulous, 

In such circumstances there is 
an automatic tightening of rates 
for the use of money. This slows 
down the spending pace with the 
result that the savings stream is 


enabled to catch up. When it does, | 
the excess accumulations go out} 
to seek investments and the rates| 
the | 
United States Treasury is almost} 


come down. Even though 


continually in the market for 


funds, even now the supply of} 
funds seems large enough so that| 


little discouragement is felt in 
private fields. 


New large corporation issues | 


are not being delayed and even 
the municipals are very far from 
quitting the marketplace, al- 
though their volume is lower. As 
such public issues are especially 
sensitive to the market it is a 
part of the pattern that a plung- 
ing into costly improvements is 
not to be expected in a period 
of rising rates. This is a mani- 
festation of the automatic checks. 

While it is true that pressures 
on credit are strong and that the 
figures of indebtedness are the 
highest in our history, it is 
equally true that the extraordi- 
nary increase in the population 
coupled with an increase in pro- 
ductivity, have served to put 
solidity under the total of debt. 
This is, of course, more true of 
private debt than of public debt. 
Private debt, especially the great 
volume of consumer installment 
debt is fluid in character. While 
there has been a large recent 
augmentation, it must not be for- 
gotten that this is not on top of 
a previously static private debt. 
For a season the rate of new debt 
has exceeded the rate of debt pay- 
ment but old debt is being paid 
off also by the billions. 

That. unfortunately, is not true 
of the National Debt which plays 
its own part in the inflationar) 
threats and at present there 
seems scant promise of anv im- 
provement. Congress voted the in- 
crease in the debt limit to $281,- 
000,000.000 but that was on top 
of what must be regarded as a 
static debt. The Treasury has not 
been going to the credit window 
to pay off every month; it has 
been going to the credit manager 
to ask for more credit and to the 
same customer! 

The next session of Congress 
will see almost certainly suceess- 
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ful efforts to reduce taxes and no 
frantic measures to balance the 
Budget beyond taking advantage 
of the increased Treasury reve- 
nues which have arisen from the 
great activity of business. So 
while it is foreknown that the 
Legislature will be _ politically 
minded, it can be equally fore- 
known that administrative agen- 
cies, such as the Federal Reserve 
Board, will use the bank rate and 
other available measures to apply 
the restraints which pressures in 
the marketplace have made im- 
perative. 

The consequence of all this is 
that, in all likelihood, the brak- 
ing down process in _ business, 
which is an objective of the Ad- 
ministration, will manifest itself 
in a few months at the latest. 
Already, there has been some de- 
cline in new housing starts as a 
result of the less favorable credit 
conditions. 

One should be cautioned not to 
take too pessimistic an attitude, 
however, since there is ample 
credit to sustain business at a 
high level, provided it does not 
rise to excessive proportions, 
which of course, would intensify 
inflationary pressures. It is the 
latter that the Administration is 
coneerned about primarily. If the 
inflationary threat can be stopped 
at an early time, no further at- 
tempts to restrict credit would 
be required. However, if the price 
pattern should be in danger of 
being broken completely through 
an intensified inflationary bias, 
much more restrictive measures 
would undoubtedly be employed 
by the responsible officials. In 
the meantime, it is probably safe 
to say that the boom in business 
is in process of reaching its crest. 

—END 
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the rise in aluminum yet, while 
there is considerable gouging as 
fabricators scramble for copper. 


Higher Wage Costs Ahead 


Looking ahead, it must be ob- 
vious that the cost of doing busi- 
ness will rise even more sharply 
in 1956 (full effect of the higher 
costs will then have had their 
impact), when the minimum wage 


OCTOBER 1, 1955 


rises to $1 hourly from the pres- 
ent 75 cents under Federal law 
enacted in this Congress. Many 
semi-skilled workers, now earn- 
ing about $1 an hour, are certain 
to demand better than base pay. 
The impact is bound to be heavy 
on Southern textile mills and re- 
tail chains, with repercussions 
throughout the country. In North 
Carolina already, the hosiery in- 
dustry is reversing a long-stand- 
ing policy and a stepped-up pace 
has begun to build inventories 
prior to the beginning of the new 
wage rate. These mills tradition- 
ally have shunned sizable inven- 
tories. There is no question, in 
these circumstances, that higher 
prices are ahead for hosiery, 
underwear, pajamas and other 
finished textiles. Shoes and hats, 
to cite other apparel lines, already 
have advanced. Relatively few 
shoe-workers earn 75 cents hour- 
ly, but when the new minimum 
goes into effect, the industry ex- 
pects further over-all increases in 
wages, to be followed by another 
boost in prices. 

Preoccupation with wages, ma- 
terials and borrowed money as 
inflationary factors has caused 
many investors to overlook the 
tax situation—at least, as a con- 
tributor to present-day inflation 
trends. But from Administration 
sources and Capitol Hill have 
come overtures to tax cuts, an 
irresistible consideration with a 
Presidential election ahead. What- 
ever the merits of tex cuts in an 
era of Federal deficits, the politi- 
cal realities dictate such a sop 
for 1956. The months ahead are 
sure to witness increasing pres- 
sures for reduction in income, ex- 
cise and corporate levies. Cutting 
taxes for wage-earners is a sure- 
fire vote-getter and, incidentally, 
added fuel for inflationary fires. 


Small Business Worried 


Small and medium-size busi- 
ness, forced by union negotiators 
to meet the wage scales of the 
giants, have good reeson to be 
worried. They also must pay high- 
er materials costs. Many of this 
stature have been absorbing in- 
creased costs these last few vears 
in order to compete with the king- 
pins of their industry. Inflation- 
arv trends imperil their position. 

In a buyers’ market, more pro- 
nounced than at anv time since 
the close of World War II, wage 
boosts can’t always be compen- 


(Please turn to page 52) 











Southern California 
Edison Company 


DIVIDENDS 


The Board of Directors has 
authorized the payment of the 
following quarterly dividends: 


COMMON STOCK 
Dividend No. 183 
60 cents per share. 


PREFERENCE STOCK, 

448% CONVERTIBLE SERIES 
Dividend No. 34 

28 cents per share. 


PREFERENCE STOCK, 

4.56% CONVERTIBLE SERIES 
Dividend No. 30 

2812 cents per share. 


The above dividends are pay- 
able October 31, 1955, to stock- 
holders of record October 5. 
Checks will be mailed from the 
Company's office in Los Ange- 
les, October 31. 


P. C. HALE, Treasurer 


September 16, 1955 




















PACIFIC GAS and ELECTRIC Co. 


DIVIDEND NOTICE 
Common Stock Dividend No. 159 


The Board of Directors on September 
14, 1955, declared a cash dividend for 
the third quarter of the year of 55 cents 
per share upon the Company's common 
capital stock. his dividend will be 
paid by check on October 15, 1955, to 
common stockholders of record at the 
close of business on September 26, 
1955. The Transfer Books will not be 
closed. 


K. C. Cuaistensen, Treasurer 


San Francisco, California 





Book Manuscripts Invited 


If you are looking for a publisher, send for our 
free illustrated booklet titled To the Author in 
Search of a Publisher. It tells how we can pub 
lish, promote and distribute your book, as we 
have done for hundreds of other writers. All sub 
jects considered. New authors welcomed. Write 
today for Booklet WF. It’s free. 

VANTAGE PRESS, INC., 120 W. 31 St., N. Y¥. 1 
In Calkif., 6253 Hollywood Blud., Hollywood 28 
In Washington, D. C., 1010 Vermont Ave., N.W. 
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Are You On The Fence 
Market-wise? 


Pick Behind-the-Market Stocks 
in the new SEPTEMBER issue of 


GRAPHIC STOCKS 


1001 CHARTS 


Showing: 


Monthly Highs and Lows 
Monthly Volume of Trading 
Annual Earnings 

Annual Dividends 

Latest Capitalizations 

Stock Splits - Mergers - etc. 


On virtually every stock actively traded 

on the New York and American Stock 

Exchonges for twelve years to September 
955 


Sobb bt 


(See 6 charts elsewhere in this issue of 
e Magazine of Wall Street.) 
Order Today for Prompt Delivery 
SINGLE COPY (Spiral Bound) $10.00 
ANNUAL SUBSCRIPTION 
(6 Copies) 


ALSO: Rare Edition of Graphic Stocks 
showing monthly range from 1924 to by 
inclusive $15.00 


SPECIAL OFFER: Rare Edition (1924. 1935) 
and Current oe from 1944 to be 1, 
1955, both for only . ...$20.00 


F, W. STEPHENS 


87 Nassau St., New York 38 
Tel.: HA 2-4848 
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CONSOLIDATED 
NATURAL GAS 
! COMPANY 


|} 30 Rockefeller Plaza 
=|] New York 20, N. Y. 


DIVIDEND No. 31 


has this day declared a regu- 
lar quarterly cash dividend of 


{| 

1 

: } Tie BOARD OF DIRECTORS 
| 
|| Thirty-Seven and One-Half Cents 


(3712¢) per share on the capi- 

i} tal stock of the Company, pay- | 

able on November 15, 1955 to | 

stockholders of record at the 

close of business October 17, 
i} 1955. 

=|) R. E. PALMER, Secretary 


September 22, 1955 


HM 


BOOK REVIEW 


West African Trade 


By P. T. BAUER 


This is the first comprehensive and 
authoritative study of the structure, 
organization and operation of trade in 
the British West African territories. 

The book will be of special value to 
those interested in the economic prob- 
lems of under-developed countries and 
colonial territories—to politicians, ad- 
ministrators, and businessmen. as well 
as to academic students of economics. 
Cambridge Univ. Press $10.00 
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sated fully in finished consumer 
goods with the result that profit 
margins are squeezed. Still, com- 
panies can’t consistently sell their 
products without a fair margin 
of profit if they want to stay in 
business. Television sets have 
been on the bargain counter for 
years and a number of manu- 
facturers already have fallen by 
the wayside. But the rise this sum- 
mer in wages and materials has 
forced the top companies in the 
business to boost prices. Many 
companies are anxiously awaiting 
public reaction to the hikes and a 
few are sitting back, absorbing 
higher costs until they can deter- 
mine consumer reaction to the 
other fellows’ decision. 

The timidity of certain tobacco 
and appliance manufacturers to 
join in the price-boost movement 
reveals that, amidst all the talk 
of boom, many business people are 
wary about higher prices. The les- 
son of the coffee industry has not 
been lost on many of these people. 
That industry sustained a sharp 
drop in volume when prices got 
out of hand. Although prices later 
came down with a thud, many cus- 
tomers failed to return or reduced 
their buying. It will be interesting 
to see what happens now that 
coffee is on the way up again. 

While some will get help and 
others will get hurt as a result of 
current price trends, it is well to 
remember that no _ industry 
operates in a vacuum. For if, as 
an example, the automotive in- 
dustry runs into dwindling vol- 
ume as a result of higher prices, 
brought on by higher wage- 
material costs, and the railroads 
sustain a sharp decline in net 
income, caused by higher costs 
uncompensated by rate increases, 
the steel mills and copper fabri- 
cators soon would be operating at 
something less than capacity. Nor 
should we overlook the fact that 
the upward price spiral militates 
against our export trade, which 
represent the difference between 
profitable operations and a deficit 
for hundreds of corporations. 

With a record 65.5 million 
people at work, the factory work 
week at 40.8 hours (less than a 
half-hour below the record set in 


1950) and production workers 
earning a record $77.11 weekly 
on the average, there is not likely 
to be any immediate serious sales 
resistance to moderate increases 
designed to compensate in part, 
for soaring costs. Profit margins 
vary widely industry by industry| 
(high for tobacco and paper, low! 
for food processors and retailers) 
and customers vary from business| 
to business, too. They will “reach”| 

for products of one kind and stop| 
in the case of another. In any 
event, attempts at gouging and 
excessive markups inevitably lead 


to loss of competitive position and| 


a switch to substitute products. 
As for the price spiral, 


now | 


striking at companies and _ indi-| 


viduals whose income is relatively 
inflexible, it promises to get worse 
before it gets better as the chase 
of wages and prices resumes at a 
brisker pace. —END 





From Small Beginnings... 
3 New Giant Industries 





(Continued from page 15) 


plants. Rowe also operates vend- 
ing machines, with cigarette sales 
representing 97% of the total 
dollar sales of machines it oper- 
ates. These machines are largely 
in industrial plants, theatres, res- 
taurants, and other public places. 
These are sites not generally cov- 
ered by Canteen, whose units 
serve, for the most part, employes 
of plants and offices. 

Merchandising sales of Auto- 
matic Canteen last year reached 
a record of $46,792,000, more 
than double the $21,712,000 re- 
gistered as recently as 1950. 
Volume in 1930, its first year of 
operation, was a mere $424,000. 
Volume this year is slightly ahead 
of peak 1954. 

The Federal Trade Commission 
early this year dismissed its price- 
discrimination case against Can- 
teen, closing the books on the 
landmark Robinson-Patman dis- 
pute, which the Supreme Court 
decided in the company’s favor 
two years ago. The case had been 
sent back to the F.T.C. from the 
court, for further action in keep- 
ing with the court’s ruling. The 
complaint was that Canteen talk- 
ed its suppliers into giving it a 
lower price by telling them they 
could save money on packaging 
and quantity deliveries. 

ABC Vending Corp., another 

(Please turn to page 55) 
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 * the start of 1955, The Forecast was carry- 
ing 12 recommended stocks, which showed our 
subscribers 356 points profit from our recom- 


mended buying prices. 


By September, we still held 11 of these issues, plus 
4 new selections, which had gained 167 points 
more profit—to total 523 points appreciation. The 
dividend income on these 15 stocks averages 
7.58°% on our original buying prices. 

This impressive record of capital and income 
building has not, to our knowledge. been 
equalled by any other service. 


Dynamic Opportunities To Buy Now 


In our latest Forecast bulletin we are giving the 
buying signal for certain recommended | stocks 
which are truly undervalued in light of bright 
1955-56 prospects issues which should add 
substantial further gains to our record. We suggest 
that you purchase these sound dividend payers be- 
fore they move to higher levels. 

Every stock you buy on our bulletin advices is 
constantly supervised—you are kept abreast of all 
important company news—and are told HOW 
LONG to hold—WHEN TO TAKE PROFITS 


for maximum benefits. 


An Expertly Conducted Service 
AMG... 


in the months ahead as other exceptional 


THE OUTSTANDING RECORD 
OF THE FORECAST 


523 POINTS PROFIT—7.58% INCOME! 





opportunities emerge at bargain prices—we will 
round out our invested position in our 3 supervised 
investment programs, including 


¢ High-grade securities stressing safety, as- 
sured income - sound enhancement 


¢ Dynamic Stocks for Substantial Profits 
with Higher Dividend Potentials 


e Strong Low-Price Situations for Large- 
Percentage, Longer-Term Gains 


Each week, too, you will receive our Bulletin, keep- 
ing you a step ahead of the public, on the outlook 
for the securities market—the action of the 46 
major stock groups . . . prospects for business 
latest Washington news . . . as well as current trend 
signals given by the Dow Theory—and by our 


famous Supply-Demand Barometer. 


ENROLL NOW—GET OUR LATEST ADVICES 
—our immediate counsel on your present 
holdings. 


Send your subscription today, so you will receive 
our prompt buying advices on the special dividend 


payers with unusual growth potentials. 


With your order, enclose a list of your present 
security holdings (12 at a time). Our staff will 
analyze them promptly and counsel you which to 
retain—which to sell to release funds to buy our 


current recommendations. 





Mal Coupon 








* SPECIAL OFFER—Includes one month extra FREE SERVICE 


oe a ee & 








Joday 
Special Offer 


MONTHS' 
6 SERVICE $75 Air Mail: () $1.00 six months: [] $2.00 
_ _ PBB ang Canada. 
MONTHS’ CJ ‘$10.40 one year. 
12 service $125 ~oniggaaog aii 
Be oe 
Complete service will start at ae 
once but date as officially be- — 


ginning one month from the day 
your check is received. Sub- 
scriptions to The Forecast are 





THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street, 90 Broad Street, New York, N. Y. 


I enclose [1] $75 for 6 months’ subscription: (] $125 for a year’s subscription 


(Service to start at once but date as officially beginning 
one month from the day you receive my payment.) 
SPECIAL MAIL SERVICE ON BULLETINS 


six months 


Your subscription shall not be assigned at 
any time without your consent. 


(0 Telegraph me collect in anticipation of 
important market turning points... When 
to buy and when to sell... when to ex 
pand or contract my position. 





List up to 12 of your securities for our 
initial analytical and advisory report. 


-——— — — 





deductible for tax purposes. * 
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From Small Beginnings... 
3 New Giant Industries 





(Continued from page 52) 


topnotch company in the field, re- 
flects the status of movie busi- 
ness (just as Canteen reflects em- 
ployment), with dwindling thea- 
tre attendance being translated 
into fewer patrons for its vend- 
ing machines in the lobbies. A con- 
siderable quantity is sold by 
clerks. 

Automatic Canteen has a rec- 
ord of paying some dividend in 
each year since 1936, Rowe since 
1943 and ABC since 1947. 


New Trends in Packaging 


Impulse buying is a phrase 
used by marketing executives to 
describe new selling modes grow- 
ing out of self-service and super- 
market merchandising. In the 
changing retail field the producer 
who can package his merchandise 
most attractively and colorfully 
is at an advantage. The decision 
of Philip Morris, as an example, 
to change the packaging of its 
Marlboro brand resulted in a 
5,000% rise in volume within a 
year. It also led the company to 
re-design the Philip Morris pack- 
age from the familiar brown 
wrapping to a colorful red, white 
and gold packaging. The trend 
toward re-design of packages 
should be stepped up sharply with 
the advent of color television, for 
a strong image and bright color 
combination will be vital in this 
new advertising medium. 

With packaging used to wrap 
up everything from aspirins to 
automobiles, a package design 
must be strong enough to stimu- 
late impulse purchasing. As a 
consequence, there is a steadily 
increasing demand for new kinds 
of wrappings that will protect 
goods while catching the con- 
sumer’s eye. In turn, this holds 
a promise of growth for any com- 
pany that has the know-how to 
convert cellophane, polyethylene, 
aluminum foil and special papers 
into new and appealing types of 
packages. The industry is well 
on its way to the biggest year in 
its history as better than $10 
billion will be spent by manu- 
facturers to package products in 
paper boxes, metal tubes, tin cans, 
collapsible metal tubes, cellophane 
wrappings, plastic bottles and the 
like. Indeed, the total to he ex- 
pended this year will exceed over- 
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all advertising budgets, figured 
at about $8 billion. Factors in 
the packaging field range from 
industrial giants, for whom this 
segment of the business is a minor 
part of the whole, to small com- 
panies, which derive their reve- 
nues largely from its growth. 

Dobeckmun Co. is a relatively 
small company that has expanded 
rapidly through its concentration 
on this budding field. Founded in 
1927, the Cleveland company had 
raised sales to $13 million by 
1949, doubled that figure by 1951 
and is on its way to a record $38 
million “handle” this year. A 
steady increase in sales and capi- 
tal investment led the company 
to increase its long-term debt 
from $2.2 million to $3.7 million 
last year to overcome a chronic 
shortage of working capital. Its 
overseas plants, incidentally, are 
operating at high production rates 
but are unable to keep pace with 
demand. It is not expected, how- 
ever, that foreign operations will 
contribute significantly to com- 
pany profits until next year be- 
cause of heavy initial expenses. 
Earnings last year totaled $1,- 
191,000, or $2.50 a share, a figure 
that should be surpassed this 
year. The annual dividend rate 
of $1.40 is conservative. 

One of the most important com- 
panies of the field is National 
Container Corp., an integrated 
company with 465,500 acres of 
timberlands, seven mills capable 
of turning out 500,000 tons of 
Kraft board yearly and 21 con- 
verting plants strategically situ- 
ated to serve the entire nation. As 
recently as 1945, its sales and 
other income amounted to only 
$19 million. By 1954, the figure 
had risen to $76.3 million. 

Record business achieved by 
National last year was in spite of 
a slight letdown in corrugated 
box business during the year for 
the entire industry, debasing of 
box prices and unsatisfactory op- 
erations at its Valdosta, Ga., mill 
which contributed only slightly to 
1954 profits. A sharp improve- 
ment has been noted this year, 
reflecting in large part the com- 
pletely changed situation at Val- 
dosta. To check a price squeeze, 
the company, in June, advanced 
prices on a number of products. 
Debenture and_ stock financing 
this year have produced some- 
what more than $10 million, 
about half of which was used to 
retire bank loans. As a result of 
operations and such financing, 


working capital of this growing 
company approximated $25 mil- 
lion at midyear. The common 
stock, which receives 15 cents 
quarterly, has received some pay- 
ment in each year since 1934. 
Earnings this year are running 
well ahead of 1954, when $1.01 
per share was netted, but no boost 
in the present dividend rate is 
likely over the near term as the 
expansion and development pro- 
gram entails large sums. 

Other entities in the packaging 
field, which have shown a similar 
pattern of growth, include Mara- 
thon Corp., Container Corp. of 
America, Standard Packaging 
and United Board & Carton. All 
of these and dozens of other com- 
panies are riding the boom of 
such new trends as frozen food, 
carton sales (cigarettes, beer, 
soap), the heightened need for 
product identification in a self- 
service era and other marketing 
changes. Whereas a package in 
bygone days generally was a box, 
paper or carton (almost invari- 
ably brown) that was primarily 
utilitarian, today’s package must 
take into consideration consumer 
motivation or the impulses which 
prompt the shopper to buy. Since 
shoppers are confronted with hun- 
dreds of products (sometimes 
thousands), the easy-to-spot label 
is vital. All of this should serve 
to explain the upsurge in the 
packaging industry. 


Growth Fields 


From the foregoing and the 
accompanying table, it will be ob- 
vious to the investor that the ma- 
terials-handling, packaging and 
automatic merchandising fields 
embrace numerous growth com- 
panies. The table was not chosen 
on a qualitative basis, for there 
are many companies that have 
done even better than those pre- 
sented here. It was designed to 
trace the fortunes of those firms 
which have grown primarily be- 
cause of the upsurge in the three 
respective industries. 

Current economic trends would 
appear to assure the continued 
growth of these fields, although 
the progress of manv companies 
engaged in such endeavors, de- 
pendent on intensive research and 
marketing, will lag behind the 
field. As in almost all industries, 
the firmly established and better- 
financed companies should be 
prime beneficiaries of the new 
trends in production, distribution 
and merchandising. —END 
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Our Foreign Editor Views 
The European Scene 





(Continued from page 21) 
apartment houses as in Sweden. 
People are neat, well dressed, and 
hard working, but dour and often 
rather indifferent about helping 
the traveller with his problems. 

The rebuilding of Finland has 
been paid for in part by inflating 
the currency. Consumer goods are 
none too plentiful. Even at the 
preferred rate of exchange for 
tourists, Finland is one of the 
most expensive countries’ in 
Europe, though the Finns stoutly 
deny it. Up to now, good demand 
for Finnish timber and paper 
products and fairly good prices 
have helped the Finns to keep the 
country’s international payments 
in fair balance. But any disturb- 
ance in the current situation is 
likely to make the devaluation of 
the mark inevitable, particularly 
as costs and wages are rising 
slowly but steadily. 

Norway, like Finland, has some 
great postwar accomplishments to 
its credit: the rebuilding of the 
North and many of its cities 
which were completely razed by 
the Germans, the re-creation of 
the merchant marine, and the in- 
troduction of a long list of new 
industries, including steel and alu- 
minum. But the discontinuance of 
American aid is creating prob- 
lems. The continuation of the re- 
building of the country will be 
possible only if the people as a 
whole tighten their belts. How- 
ever, by borrowing money right 
and left, the Socialist Government 
has so far avoided making some 
unpleasant decisions that would 
obviously affect its future election 
prospects. Meanwhile the status 
of Norway’s international pay- 
ments is not getting better, par- 
ticularly as inflationary forces are 
gathering momentum. 

Outwardly, Norway too gives 
the impression of a prosperous 
country, though here living stand- 
ards are definitely lower than in 
Sweden. There is little good farm 
land; on the other hand, one is 
constantly amazed by the great 
possibilities of hydro-electric de- 
velopment. If necessary, Norway 
could probably supply half of 
Europe with electric current. The 
export of electric current to Den- 
mark is contemplated, but the 
building of dams and power sta- 
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tions costs money, and just now 
money is hard to get. 


Austria Likely Tourist Paradise 


I concluded my vacation in 
Austria, that is to say in Vienna, 
and was only sorry that I could 
not stay longer. I am glad to re- 
port that Austria and Vienna have 
lost relatively little of their Old 
World charm, although things are 
stirring even there and Vienna is 
guite a manufacturing center. 
Austria was also the cheapest of 
the countries visited. I have no 
doubt that its popularity with 
tourists will grow rapidly, now 
that the Russians are on the way 
out. However, a great deal of mod- 
ernizing and expanding of tourist 
facilities is necessary, and my 
only hove is that in the process of 
doing that, none of the old charm 
will be lost. 


(Note: The Swedish situation 
was covered in the last issue.) 
—END 
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counted for more than $53 mil- 
lion of its over-all volume, or 19%. 
Growth of this 58-year-old com- 
pany has been particularly rapid 
in the postwar decade. The com- 
pany pursues a policy of close in- 
ventory control and has strong 
finances. Small net profit margin, 
on the order of 1.4 cents per sales 
dollar, should be boosted over the 
long term by development of non- 
dairy items. It is difficult to 
achieve substantial profit margins 
in such products as milk and 
cream, which contribute roughly 
one-third of the company’s total 
dollar sales volume. 

Olin Mathieson Chemical Corp. 
has elected Laurance S. Rocke- 
feller to its board. Mr. Rockefeller 
brings to the company, on which 
the Magazine has had frequent 
occasion to comment favorably, a 
vast fund of knowledge gained in 
the fields of finance, research and 
industry. His participation in the 
affairs of the company, formed 
by merger of Mathieson Chemical 
and Olin Industries, points to con- 
tinued growth of this enterprise, 
which already ranks fifth in the 
chemical industry and is foremost 
in attaining a high degree of 
diversification. —END 





Answers to Inquiries 





(Continued from page 44) 
when the company earned slight- 
ly over $1,000,000. 

The company plans further di- 
versification of its product lines 
and several opportunities are be- 
ing currently explored. 

Dividends totaling 30c_ per 
share have been paid thus far in 
the current year, whereas no dis- 
bursements were paid in 1954. 

American Steel Foundries 

“T enclose $20 for renewal subscrip- 
tion to your Magazine. Instead of in- 
quiring on 8 listed stocks at this time, 


I will confine my inquiry to American 
Steel Foundries. What are their recent 
earnings and unfilled order backlog and 
any other pertinent data you may 
have?” M. P., Canton, Ohio 
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AMERICAN STEEL FOUND.- | 


RIES had net income of $2,352,- 
338, or $1.98 per share, on sales 
of $58,493,594 in the nine months 
ended June 30, 1955. This com- 
pares with net income of $3,085,- 
022, or $2.60 per share on sales 


of $73,896,709 in the nine months | 


ended June 30, 1954. 


Shipments and earnings were | 
more satisfactory in the quarter 


ended June 30, 1955, than in any 
quarter since the one ended Dec. 
31, 1953. Net income increased 
from 17c per share in the quarter 
ended December 31st, 1954 to 63c 
per share in the quarter ended 
March 31, 1955, and to $1.18 per 
share in the quarter just ended. 
Unfilled orders amounted to 
$21,000,000 at June 30, 1955, as 
compared to $17,500,000 at 
March 31, 1955, $12,500,000 at 


December 31, 1954 and $13,500,- | 


Ry 








000 at September 30, 1954. Or- | 


ders received in the June 30th 
quarter amounted to $26,500,000. 
This was the largest volume of 
incoming orders since the quar- 
ter ended March 31, 1953. Recent 
new freight car purchases con- 
tributed substantially to the larg- 
er volume of incoming orders. 
Plant shut-downs for vacations 
will adversely affect the profit re- 
sults for the last fiscal quarter 
(ended Sept.), but it is expected 
that earnings for the entire year 


will be about $2.75-$3.00 per | 


share. Prospects with respect to 
volume and earnings are good for 
the quarter ending December 31, 
1955, the first quarter of the com- 
pany’s next fiscal year. 
Dividends of 50c per share have 
been paid quarterly thus far this 
year. —END 
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Only STEEL can do so many jobs so welt 


The Bambino Was Here. his is Yankee 
Stadium, home park of the late Babe Ruth, 
the “King of Swat.” The patrons are protected 
from misthrows and foul balls by a USS 
Welded Wire Fabric Sereen made from thin, 
strong wire that does not impair the view. USS 
Tiger Brand Wire Rope holds the fabric up. 


It Goes In There. This junkyard baling press 


gobbles up two cars or one truck at a time, 
and squeezes them into a tight bale of scrap 
steel. 


And Comes Out Here. The cars are now less 
than a cubic yard of steel scrap. It’s the largest 
such press in the world, and uses 197 tons of 
USS Steel Plates. 


They Pamper Jet Engines. Military aircraft 
engines are shipped and stored all over the 
world in USS Cor-TEN Steel containers. This 
steel is 50° stronger than ordinary steel, and 
it has 4 to 6 times the corrosion resistance. The 
containers are kept under pressure, and the 
air inside is dehydrated to prevent moisture 
and corrosion. 


ct 


SD PGR. ae & 


TEADE mann 


STEEL 


This trade - mark is your guide to quality steel 


SEE THE UNITED STATES STEEL HOUR. It’s a full-hour 
TV program presented every other week by United 

Cc | States Steel. Consult your local newspaper for time 
and station. 


For further information on any product mentioned in this advertisement, write United States Steel, 525 William Penn Place, Pittsburgh, Pa 
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